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MARMON-HERRINGTON BALLOON WINCH TRUCK 


AFTER THE WAR ~ 


Me Never before have automotive vehicles been called upon to render 
the services they are rendering to our United Nations cause in this war. 
The difficulties encountered in transporting men and materiel across desert 
and plain, over mountains and through jungle marshes have created an 
appreciation of the All-Wheel-Drive principle of propulsion, which will 
influence automotive design and construction for all time. No longer will 
truck users be content with vehicles that lose their power and effectiveness 
once they leave firm footing. The millions of men who have experienced the 
startlingly different performance of All-Wheel-Drive in military service, 
will see to that. 

Our job now, at Marmon-Herrington, is to help win the war. We are 
doing it by building trucks, armored cars and tanks, and by buying 
War Savings Bonds. All this, that we, and you, may return the sooner to 
the normal American way of life—when Marmon-Herrington vehicles will 
again be available to all who need them. 


MARMON-HERRINGTON 


4Au-Wheel- Drive 


MARMON-HERRINGTON COMPANY, Inc. 


CABLE ADDRESS: MARTON e INDIANAPOLIS, INDIANA, U.S. A. 
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4" up. Descrip- 
folders supplied 
for your trade. 

for Catalog 
Prices on Barber 
ersion and Abp- 
é Burners, and 
ators. 


G'‘s saving should be a matter of self-interest to the con- 
sumer at any time. But under war conditions, with a 
superimposed load taxing nearly all facilities, strict fuel con- 
servation becomes practically the law of the land. Today, on 
hundreds of thousands of commercial and household appli- 
ances, and on countless pieces of industrial equipment — 
Barber Pressure Regulators are helping to accomplish this 
vast conservation job. The good qualities of Barber Regulators 
are now appreciated as never before. 


Our facilities are now mainly employed on war work. For 
those limited purposes for which our regular line of products 
is permitted, we shall continue to supply them. Later, when 
normal conditions are restored, Barber will furnish its cus- 
tomary service to the trade on high quality Burners and Regu- 
lators. 


BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


ARBER -ecssune REGULATORS 


r Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
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2” pipe. Grab your. 
Rizaip No. 65 R, trim, 
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on 4 $iZes of pipe efficient, self-contained— 


set mistake proof work- 


7) holder to pipe size in- 
“ stantly (no bushings! ), set 
; chaser dies in 10 seconds 

: —you’re ready to thread! 


] set at chaser dies Feather-light pull cuts 

smooth perfect threads, 

ae any variation, any pipe. 

High-speed steel dies, 

rugged _ steel-and-mallea- 

ble construction. For 

better faster threading 

. see it at your Supply 
House today. 
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THE RIDGE TOOL COMPANY 
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Pages with 


N EXT year, on an average of 2,216,400 times 
every day, some long-distance operator 
will report, “Here’s your party” to some user 
of telephone toll service in the United States. 
Since last July, weekly use of electrical energy 
in the United States has consistently topped the 
4,000,000,000-kilowatt-hour mark; and, during 
this month of December, will doubtless hit the 
4,500,000,000 mark if it already has not done so 
by the time these lines appear in print. Total 
gas consumption has likewise skyrocketed and 
we all know about the peak loads the transit 
companies and other carriers are handling 
these days, 


WHAT'S going to happen to all this when the 
bells ring, whistles blow, and cannons salute 
the end of the war? To be specific, what will 
happen when the German phase comes to an 
end which, according to current speculation, 
seems quite likely to occur in the forthcoming 
year of 1944? Will the long-distance circuits 
begin to go dead after the first tidal wave of 
victory news and the successive waves of can- 
cellation orders for war goods have subsided ? 
Will the war production machine come to a 
grinding halt and drop the power load almost 
as suddenly and more permanently than an 
emergency black-out practice? Will the war 


CHARLES TATHAM, JR. 


Regulatory depreciation versus tax deprecia- 
tion. 


(SEE Pace 743) 
DEC. 9, 1943 


the Editors 


“JAMES H. COLLINS 
Will transit passengers continue to ride after 
_ the war? 
(SEE Pace 736) 


workers stop riding streetcars because they 
have no jobs to go to? Will freight trains lie 
idle on sidings for lack of war goods to carry? 


WE are pretty sure, of course, that none of 
these things will happen for the simple reason 
that we have an equally important, if not more 
important, war job to do after the Nazi dragon 
has been slain. It’s a long, long road to Tokyo, 
with few people, even the most optimistic, ven- 
turing to say that we shall get there before 
1945—-well into 1945 at that. 


¥ 


HIS interim between Berlin and Tokyo 

might well provide an economic cushion 
to absorb many of the shocks which would 
otherwise jar us as the result of transition 
from war to peace.” With the surrender of 
Germany, a fair portion of our war produc- 
tion machine can go right on turning out stuff 
for the edification of the Nipponese, changing 
character, perhaps, with more emphasis on sea 
than land armament. Still other portions of 
the economic community will be diverted into 
making “rehabilitation goods” to feed, clothe, 
and shelter the homeless masses of war-torn 
Europe. 


But a considerable segment of our economic 
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TYPICAL RESULTS 


from a 


RILEY 
Steam Generating Unit 
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Actual Results Almost Always 
Exceed GuaranteedPerformance 


Actual Guaranteed 


| 


Efficiency 89.1 % 87.2 % 
Loss M in fuel 29 18 
a | Loss due Hydrogen. 3.54 3.99 
"after | | Loss M in Air ‘ 43 
on, BI Dry Chimney Loss. . . 5.80 
Other Losses 2.70 
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carry? | \ mre = Above results are from the pulver- 
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Steam Pressure, 900 lbs. at Super- 
heater Outlet. 
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ushion Steam Temperature, 905°F. 
uw ‘ é : : 
is Typical Riley Steam Generating Unit. 
der of 
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8 PAGES WITH THE EDITORS (Continued) 


community will still be left over and permitted 
to turn once more to the production of civilian 
goods. In the process we shall probably. wit- 
ness many instances of new techniques, new 
materials, and new markets. 


Pustic utilities can look forward to this 
transitional period for a number of reasons. 
Total use of gas, electricity, transportation, 
and communication services will probably not 
centract very much, and will probably even ex- 
pand over the long run. Utilities themselves 
face no technical probability of changing over 
from war to peace since the inherent character 
of their services remains the same in either 
period. But there is a considerable amount of 
deferred maintenance and depreciation that 
utilities will have to take up when materials 
are once more available. And there is a nice 
backlog of business just around the postwar 
corner when appliance manufacturers can once 
more turn out long-awaited supplies of civilian 
refrigerators, irons, vacuum cleaners, radios, 
etc, 


In this issue HERBERT CorEy, Washington 
journalist and author, gives us his slant on a 
new market for utility service when the blue- 
birds fly over the cliffs of Dover once more. 


¥ 


AMES H. Co.tiins, whose article “After the 

War—How Many Passengers?” begins on 
page 736, has seen many men disclose their 
light to the world, from the days when he was 
connected with the publicity department of the 
Ringling brothers’ circus, and the beginnings 
of the “efficiency” movement, when he was 
writing for The Saturday Evening Post. See- 
ing how it has been done, by men with some- 
thing of public worth, he urges a conservative 


THOMAS J. TINGLEY 


Does regulation need a special public utility 


“district attorney”? 


(SEE Pace 750) 
DEC. 9, 1943 


and honest publicity for anything of genuine 
public value. 


Mr. CotLins was born in Detroit in 1873, 
educated himself in the printing trade, and asa 
circus billposter, and taught himself writing 
before every cow college had courses in special 
feature writing. At present he lives in Holly- 
wood, California, where for many years he has | 
edited the monthly magazine of the Los An-- 
geles Chamber of Commerce. 


> 


HE article on “The Significance of Income 

Tax Depreciation” in this issue, beginning | 
page 743, is the product of CHARLES TATHAM, 
Jx., of New York city. Mr. TATHAM was edu- 
cated in Switzerland and Harvard College, be- 
ginning his first business experience with a 
Boston investment firm in 1928. He subse- | 
quently became a utility security analyst for 
the Central Hanover Bank & Trust Company 
under William M. Hickey, now president of 
the United Corporation. In 1924 Mr. TatHam 
became associated with the firm of: Institu- 
tional Utility Service, of which he is vice presi- 
dent. 


¥ 


N” long ago the usually Democratic city 
of Baltimore, in the small but important 
weather vane state of Maryland, astonished 
the political world by electing a Republican 
mayor, Theodore McKeldin. More recently 
Mayor McKeldin announced the appointment 
of an assistant city solicitor to handle utility 
matters affecting the city before the Maryland 
Public Service Commission and other tri- 
bunals. The new appointee was THomas J. 
TINGLEY, whose article on the desirability of a 
“people’s counsel” appears in this issue, be- 
ginning page 750. Those who have actively 
followed .developments in the field of public 
utility regulation, however, may recall that 
Mr. TINGLEY himself was one of the few and 
probably one of the first of such “people's 
counsels” in the United States. He served in 
that capacity with the Maryland Public Serv- 
ice Commission from 1926 to 1930. Prior to 
that Mr. TINGLEy had graduated in 1916 from 
Johns Hopkins University (Phi Beta Kappa), 
and in 1919 from Columbia University Law 
School. He had also practiced law in Balti- 
more and taught public utility law at the Uni- 
versity of Baltimore. Since his people’s coun- 
sel experience Mr. TINGLEY was associated 
with the Federal Trade Commission’s utility 
investigation, the Federal Power Commission 
(assistant solicitor 1936-38), and the SEC 
(1939-42). 


THE next number of this magazine will be 
out December 23rd. 


7 <2" 
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WAR BOND PAYROLL DEDUCTION ACCOUNTING 


FOR ROCK BOTTOM OPERATING 
COST on this non-profit patriotic service, 
Kardex visible pre-calculated ledger forms 
can’t be beat. There is a form to suit each 
employee’s individual plan of bond pur- 
chase. Posting is done simply by date stamp- 
ing on the preprinted form. NO MACHINE 
POSTING, NO BALANCES TO FIGURE! 
Absolute accuracy, and economy, with cler- 
ical time cut to the bone. 


BOND PURCHASE IS EASY! Colored 
Kardex signals tell when a bond purchase 
has been completed. No need to refer to 
every card. And, most important, the U. S. 
Treasury Authorization Card, filed beneath 
the deduction record, provides full purchas- 
ing information! Lose no time in installing 
this time saving, money saving Kardex sy- 
stem. Mail the coupon printed below today 
for a free, fully informative folder. 


REMINGTON RAND INC. —- BUFFALO, NEW YORK 


Please send your new free folder on War Bond Deduction Accounting. 


Another Application of KARDEX— the WARTIME "EXPEDITER” 
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Another Example of VULCAN 
VERSATILITY 


in Soot Blower Design 





Valean unit makes notable 

4 year record in latest design, 

twin farnace Foster Wheeler 
a generator installation 

at Oil City, Pa., station of the 
Keystone Pablic Service Company, 
operating on fuel: relatively high 


in ash having a low fusion point. 
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ulcan unit in twin-furnace Foster Wheeler steam 
nerator completes 4 years’ service with NO TROUBLE 
D NO MAINTENANCE. 

. This despite unusual problems presented by 
novel boiler and furnace design. 

.. As the drawing shows it was impracticable to 
nstall soot blowers from the front of the boiler as the 
wnace construction precluded installation of con- 
ational type of elements and bearings to provide 
hecessary protection and support. 

-. Hence, entry was made at the back necessitating 
tarrying the elements a distance of about 26 ft., chiveah 
he retenioe and boiler tube banks to the super- 


-. Passage through high temperature, intermediate 
emperature and relatively low temperature zones, 
plus the factor of exceptional length, greatly compli- 
tated the problems of securing adequate thermal pro- 
ection, dependable support, and at the same time 
provide for expansion and contraction without danger 
of cutting tubes. 


Solution was found by using HyVULoy element 


section for the high temperature area, VULcrom ele- 
ment for the intermediate, with the balance steel; and 
providing specially designed bearings to hold the 
members in such a way as to eliminate hazard of tube- 
cutting and directed expansion toward the back of the 
boiler, where it could be taken up by a suitable expan- 
sion joint. 

- Because of the advanced design of this boiler 
involving new features in soot-blower design and con- 
struction, Vulcan engineers inspected the installation 
monthly for many months, but the engineering was so 
sound that no trouble of any kind developed—Results— 
Perfect Operation—Perfect Cleaning—Reasonable Cost 
—And—vULCAN SOOT BLOWERS WERE SPECIFIED when 
aduplicate Foster Wheeler twin furnace steam generator 
was recently ordered by Keystone Public Service 
Company. 

. Whatever the characteristics of your boiler and 
setting, fuel, or load, Vulcan engineers can successfully 
solve any soot blower installation and opera — 
lem involved. We invite your consideration of Vulcan 
service with respect to any soot blower need. 


VULCAN SOOT BLOWER CORPORATION 


DU BOIS, PENNSYLVANIA 
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States. 


EpitoriIAL STATEMENT 
St. Louis Post-Dispatch. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MOoNTAIGNE 





“Only a few more steps, and our banks will be all goy- 
ernment.” 


“Only imagination now limits the use of the vacuum 
or electron tube.” 


ad 


“If peace were to come today, transportation would 
be increased as much as by a second front.” 


» 


“The future of our economy will depend, in substan- 
tial measure, on how the postwar world is organized,” 


e 


“Although competition in rate making is the national 
legislative policy, it is in fact as dead as the Dodo.” 


5 


“Freedom of speech is the precious right of all persons. 
It is not lost because one becomes an employer of his fel- 
lowmen, nor should it be lost by an employee when he 
associates himself with a union.” 


* 


“I think one of the greatest difficulties that we are 
going to have to face after the war is the advertising 
people. Those people have been overselling what we 
are going to be able to do in the postwar period.” 


> 


“The idea that we must elect the same men year after 
year is absolutely contrary to the principles of demo- 
cratic government. With a population of 130,000,000 we 
are in no danger of running out of competent men.” 


* 


“Every right, every power, every liberty that has been 
relinquished into the hands of the Federal bureaucracy in 
the past is still in the hands of that bureaucracy today. 
Indeed, every effort to regain any lost power has met the 
stiffest, most implacable resistance, regardless of whether 
the emergency which inspired the original grant of power 
is past.” 


12 








gov- 


uum 


ould 


stan- 
zed,” 


ional 


“Sons. 
s fel- 
on he 


e are 
tising 
it we 


after 
lemo- 
)0 we 


_ been 
acy in 
‘oday. 
et the 
rether 
power 


Necember 9, 1943 


Public Utilities Fortnightly 








Norden Bombsights 


Years of experience in precision 
manufacturing enabled Burroughs 
to render an extremely important 
service to the nation by producing 
and delivering the famous Norden 
bombsight—one of the most im- 
Portant and precise instruments 
used in modern warfare. 


New| figuring and accounting 
machines are also produced by 
Burroughs for the Army, Navy, 
U.S. Government ahd other enter- 
Prises whose needs are approved 
by the War Production Board. 


‘ 





ING, ACCOUNTING AND STATISTICAL MACHINES » NATIONWIDE MAINTENANCE SERVICE - BUSINESS MACHINE SUPPLIES 


In this war of distance and movement, ammunition must be 
transported far and fast. 


In a day’s combat, a single anti-aircraft gun may use more 
than a ton of ammunition; an infantry division on a global 
fighting front may expend 300 tons of ammunition. 


What kind of ammunition? How much ammunition? Where 
does it go? When must it get there? The answers to these 
questions must be written in figures. 


Figures that flow through arsenals, war production plants, 
transportation and supply lines, and government offices. 


Figures that must be accurate and obtained quickly, because 
guesswork and errors might have to be paid for with lives. 


That thousands of the machines providing these figures are 
Burroughs machines is only logical, for Burroughs has long 
predominated wherever fast, accurate figuring is required. 


BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICH. 


Burroughs 
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14 REMARKABLE REMARKS—( Continued) 


Jor R. HANLEy 
Lieutenant Governor-elect of New 
York. 


EpItoRIAL STATEMENT 
The Wall Street Journal. 


Catvin D. JOHNSON 
U. S. Representative from 
Illinois. 


AsHTON B, CoLiins 
Writing in the Edison Electric 
Institute Bulletin. 


FREDERICK C. CRAWFORD 
President, National Association of 
Manufacturers. 


Eric A. JOHNSTON 
President, U. S. Chamber of 
Commerce. 


‘R. V. FLETCHER 
Vice president, Association of 
American Railroads. 
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“Many patriotic men are striving valiantly in the na- 
tion’s capital, but they get lost in the vast maze of their 
responsibilities under a system that overlooks the potenti- 
alities of initiative in the home communities as the grass 
roots of America.” 


* 


“We have now brought all forms of transportation 
within the United States under so complete a system of 
regulation that practically no one can go into the busi- 
ness of transportation for hire without governmental 
permission nor charge any rate for service that the 
government does not approve.” 


¥ 


“T am of the opinion that the record will show there 
has never been a time in the history of the world when 
a free legislative body such as this Congress has sat su- 
pinely by and watched, while the people it represents were 
being taken for the damnedest financial sled ride the world 
has ever known.” 


ba 


“Public Relations. I don’t know who invented the term. 
I wonder why We [electric companies] have it? Depart- 
ment stores, drugstores, hardware stores, grocery stores 
don’t have public relations departments. I wonder if these 
terms merely become attached to bigness, a bigness that 
we don’t deserve?” 


¥ 


“The worker misunderstands the relationship between 
management and labor. He believes it is that of a cat- 
and-dog scrap. The true fact is this: Modern industrial 
management is labor. There is but one difference be- 
tween management and labor, and that is the manage- 
ment has the responsibility for perpetuating the business 
and therefore must make decisions which affect the life 
of the business.” 


+d 


“The savage medicine man sets up a symbol of dis- 
ease and in belaboring it thinks that he is curing the ail- 
ment. The political medicine man, in about the same way, . 
sets up Big Business as the symbol of economic trouble 
and thinks that in castigating it he is curing those troubles. 
The fact that the procedure is decked with the phrase- 
ology of liberalism and humanitarianism makes it no 
less harmful.” 


¥ 


“The future of the rails depends upon two vital fac- 
tors—cheapness and efficiency. . .. The rails can probably 
not compete with the water lines in the matter of cheap- 
ness; on the other hand, the water lines cannot compete 
with the rails in the matter of speed. The rails can never 
compete with the airplane in the matter of speed; the 
air lines can never compete with the rails in the matter 
of cost.” 
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e Why not guarantee 
continuous service to your 
customers with modern 
efficient R&1E equipment? ° 
Build up a favorable public 
acceptance with a stream- SWITCH OPERATI 
lined R&IE substation. MECHANISMS 


CUTOUTS AND 
THERMO-RUPTERS 


For the whole job—Indoor O 

and Outdoor switching equip- 

ment, distribution equipment, SUBSTATIONS 

or substation design—R & IE O 

has the answer. 

OPEN OR ENCLOSE 
ISOLATED PHASE 

HEAVY DUTY BUS 


oO 


KIRK INTERLOC 
SYSTEMS 


oO 
AUTOMATIC 
SECTIONALIZIN 


EQUIPMENT 


you seek quality and ; 
ice, remember that “ . "v4 Os ‘ re) 


METAL CUBICLE 


TESTING DEVICE 


i 


ILWAY ano | | ERING CO., Greenspunc, Pa. 
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Die Gast in Aluminum 


Dy Al 


ALUMINUM provides light weight with 
high strength, fine appearance, resistance 
to corrosion, permanence of dimensions 
and shape, and ability to withstand high 


temperatures. 


Manufacturers of electrical equipment 
have learned to depend on all of these 
properties of aluminum to improve the 
performance of their equipment. 


DIE CASTING procedures permit accu- 
rate rendering of every design detail. Parts 
may be economically produced in large 
quantities with extremely close tolerances, 
thin sections, and smooth surfaces, which are 
readily adaptable to a number of finishes. 
Inserts and integrally cast fastening devices 
add to the economy of die castings. Alumi- 


COd 


num parts can be die cast so clean and 
close to size that machining operations are 
greatly reduced and often totally eliminated. 


ALCOA, as the producer of Alcoa Aluni- 
num Alloys, makes certain that you receive 
the material best suited to each use. Alcoa 
engineers are expert in the design and con- 
struction of dies—proper techniques and 
controls have been worked out—assuring 


you of sound, uniform products when you | 


buy Alcoa die castings. 


Whether you’re working on materials for 


war or looking ahead to peacetimes, let us 
advise you on the use of Alcoa Aluminum 
Alloys and Alcoa die castings. Write ALUM-BJ 
NuM Company oF America, 2134 Gulf 
Building, Pittsburgh, Pa. 
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ALUMINUM CABLE STEEL REINFORCED 
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KINNEAR opcasrco WOOD ROLLING DOORS : 


OFFER 2 WARTIME ADVANTAGES 





2 


ceiling space: 
out of the way 2 £ ‘| convenient 


wind or traffic when open. The rugged, 
duty motor doe 


Strong inter-lapping wood slats work, saves 
form a rugged curtain that blocks and labor. 
out wind and weather, yet pre- : 
sents a neat appearance that har- 

monizes with any puilding ©¢*- 

terior OF interior. 


Kinnear Wood Rolling Doors 
also assure highest economy of 
war-vital metals! 


They are puilt in any size, for 

ld or new puildings, and 
are i ith manual con- 
trol only, if desired. Write for 
complete data or specifications. 
The Kinnear Mig. Co. 2060-80 


Fields Ave- Columbus, Ohio. 
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E who has longed for the cool shade of a mighty 


oak in his front lawn, or for a row of productive _ 


fruit trees in the back yard—this man knows that the 
planting of the seed must, by many years, precede the 
fulfillment of his dreams. 

So it is with the attainment of life’s goals—a home, 
position and independence. So it is with the United 
Nations today in their quest for the four Freedoms. 
The seed for a sturdy tree of world security was planted 
the day we and our Allies went all-out against tyranny. 
It has taken a while for our tree to mature and bear 
fruit, but because we moved when we did we are 
assured of success in the eventual victory. 

While we in the Pittsburgh Equitable Meter Com- 
pany and Merco Nordstrom Valve Company are now 
chiefly engaged in the production of materials for 
winning this war, we are also energetically planning 
for the future. The Research, Engineering and Develop- 
ment programs of our organization are being 
intensified. New designs are taking form 
on the drawing boards. Experiments with 
new materials and new models are taking 
place in the laboratories. Our Standards 
Department, which was recently awarded 
the “A” Rating for quality control by the 
U. S. Army Air Forces, will apply exacting Lge 


POE. ee ae > ry 
[he Seed of Today 


is the Tree of Tomorrow 


Precision over the manufacturing procedure in our 
products of tomorrow. 

With the coming of world peace, our five factories 
will resume their principal role of building accurate 
and dependable meters, valves, regulators and similar 
items for measurement and control. As manufacturers 
of precision equipment, we expect the educated post- 

war buyer to demand and recognize only 
the highest quality and serviceability. In 
the end, the harvest of the seeds that we 
are sowing today will be garnered by the 
equipment users of tomorrow. 


BACK THE ATTACK 
WITH WAR BONDS 


PITTSBURGH EQUITABLE METER COMPANY 


BOSTON 
BROOKLYN COLUMBIA 
BUFFALO HOUSTON 


MERCO NORDSTROM VALVE COMPANY 
Main Offices, Pittsburgh, Pa. 
cHicaco  xKansascity NATIONAL METER DIVISION, Brooklyn, N. Y. 


PITTSBURGH 
LOS ANGELES SAN FRANCISCO 
MEMPHIS SEATTLE 
NEW YORK TULSA 


Vater. [Vetere 
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SAVE 50% 
IN TIME AND MONEY WITH 











THE ONE-STEP METHOD 


OF BILL ANALYSIS 











HAT effect is the war production program having on your bill dis- 
tribution? Analysis of customer usage data will provide the answer to 
this important question. In addition to a knowledge of the existing situation, 
certain trends may be disclosed, a knowledge of which may be of considerable 
importance to you under circumstances where the picture is rapidly changing. 


The One Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 


We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Division 


102 Maiden Lane, New York, N. Y. 
Boston Chicago Detrolt Montreal Toronto 
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From the Early Period 
of the Telegraph tothe present 
remarkable development in the field of Electricity 


has been continuously demonstrating the 
fact that itis the most reliable . 


permanent insulation known 
THE KERITE Wis#43t2 COMPANY INS 


NEW YORK CHICAGO SAN FRANCISCO 
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Gates—Intake, Sluiceway and Spillway 
Hydraulic Turbines—Francis and Propeller Types 
Rack Rakes 

Trash Racks 


Valves—Pipe Line and Penstock 





NEWPORT NEWS SHIPBUILDING 
AND DRY DOCK COMPANY 


NEWPORT NEWS, VIRGINIA 








——— 
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GEARED 
ime) 
FIELD 
REQUIREMENTS 











MAIN LINE and 
FIELD LINE } DITCHING 


STRIPPING J RECONDITIONING 
PIPE for and TAKE-UP 


( ‘‘Pioneer of the Small Trencher”’ 
20100 ST. CLAIR AVENUE CLEVELAND, OHIO 


“CLEVELANDS’ Save More...Because they Do More 


roy THE CLEVELAND TRENCHER COMPANY © 
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SAVE THAT SECOND ENGINE 


with 


DAVEY POWER TAKE-OFF > 





pete onnce il mnenasectineticarsce mame a9 0m 


DAVEY 


SPLIT PROPELLER 


POWER TAKE-OFF 





HERE'S WHAT IT IS 


The DAVEY Power Take-off is 
a heavy-duty unit for installa- 
tion in truck drive shafts to 
operate truck-mounted equip- 
ment normally requiring an ac- 
cessory engine of 10 to 100 HP. 
It uses as its basic principle an 
internal and external gear 
drive, operating as a strong 
and durable spline rather than 
the series of rotating or mesh- 
ing gears found in the trans- 
mission type take-off. Installa- 
tion is made directly to rear 
of the truck transmission case. 


HERE'S WHAT IT DOES FOR YOU 


It enables you to yn sree engine power for operating many types of heavy-duty equip- 
ment, among whi 

Air and gas frm estonia Generators @ Gas well bailers @ Concrete mixers 
@ Agricultural machinery rg Portable machine shops @ Welders @ Pumps @ 
Street sprinklers @ Rock crushers 





Here's How Elimination Of Extra 


Engine Saves MEN... MONEY 
. » « MATERIALS 


. Saves space for men, tools and materials, 


Saves weight—doubling truck utility. 


. Reduces original investment. 
. Lowers maintenance cost—no extra engine. 
. Reduces truck license fees. 


. Efficient equipment combinations can be 


mounted on ONE truck. 


. Saves manpower — ‘equipment controlled 
from driver's seat. 


. No trailer haul, when equipment is truck 


mounted. 


. Long-life unit — owners report power take- 


off outlasts truck ... saves own cost in 4 
to 10 months. 


\ 6 Write for details of how DAVEY Power Take-ofis can make any truck a “TWO-JOB” Truck Fe 


SOME DISTINGUISHED USERS OF DAVEY POWER TAKE-OFF EQUIPMENT 


Allentown-Bethlehem Gas ee Public Service Electric & Gas Co. of 
Boston Consolidated Gas C New Jersey 

Michigan Consolidated Gas Co. Scranton Spring Brook Water Service Co. 
Lane Construction Company, Meriden, Conn. Southern California Gas Company 
Memphis Power & Light Company Vacumite Company, Inc., Dallas, Texas 


BACKED BY 10 YEARS’ PROVED PERFORMANCE 
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The entire range of load-travel specifications is 
met by 3 models of Genspring Hangers — each 
model of standardized physical dimensions. 

Only Genspring Hangers offer these highly im- 
portant features for suspension of high tempera- 
ture piping: 

... constant-support of piping in all "‘hot'’ and 
"*cold"’ positions. 

. .. full safety factor of the supported system is 
always maintained. 


. mass produced from standard precision parts. 
. individually calibrated for each specific instal- 
lation. 
- load adjustment features incorporated into 
the design. 
. the rated capacity of each model varies with 
the size of the springs used — the overall di- 
mensions of the hanger remain constant. 
. ». minimum head room required. 
xtra 
RY 


LOAD-TRAVEL PRODUCTS in POUNDS and INCHES 


SPRING SIZES 
Max. 3 4 3 6 7 8 9 10 
n be 4 2300 3390 4775 6185 8150 9765 11765 | 13995 
fe eee Ee : os 2770 3900 5056 6675 7975 es ome 
2% 1230 1820 2555 one = _ ~~ —_ 


olled 


ruck ‘NOTE: To obtain Rated Capacity for a given Total Travel, divide the Load-Travel Product by that Total Travel. 


WRITE FOR Data Book containing complete details 
of Genspring Constant-Support Hangers, for loads 
from 250 to 8500 Ibs. Grinnell Co., Inc., Executive Of- 
fices, Providence, R. I. Branch offices in principal cities. 


snc ea rvanoers or GRINNELL 


wuenever PIPING is invoiveo 
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SCHEDULED SERVICE 
by SKILLED SPECIALISTS 


HERE are three ways you can help the 
| International Industrial Power dealer give 
you SCHEDULED SERVICE for your 
International TracTracTors, Wheel Trac- 
tors, and Power Units. 


1. Tell him as far in advance as possible 
what overhaul you need done, what equip- 
ment will need servicing, and when you 
can bring it in for service. 


2. Tell him what new parts you will need, 
so they can be ordered in advance. 


3. Make minor repairs yourself, so the 
dealer’s servicemen will have more time 
for urgent, major overhaul. 


The International dealer has the shop 
facilities, the skilled workmen, and the 
precision tools to handle service work 
with the least expenditure of money and 
war-needed metals. Let him help you 
keep your equipment on the job. 


International Harvester Company 
180 North Michigan Avenue Chicago 1, Illincis 


Say War Sounds... Save and Sewe 4Amertea 
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ROBERTSHAW BROADCASTS 
AID FOOD AND FUEL 
CONSERVATION 


Cc 


Through outstanding women's 
interest programs millions of 
Homemakers learning value of 
Robertshaw Oven Heat tas 
trols are being urged to ask met 


them on new ran 
available. seule gales 








TUNE IN THE ROBERTSHAW BROADCASTS 
OVER THESE STATIONS: 
meyggguran waro ston "Een 
NEW YORK WOR Mon. thru Fri. 

CHICAGO WGN Mon. thru Sat- 
LOS ANGELES KNX Mon. thru Fri- 
PHILADELPHIA WCAU Mon thru Fri. 
BOSTON AND 
NEW ENGLAND NEW ENGLAND Two days 

MARKET NETWORK per week 


YANKEE Two days 
NETWORK per week 


Mon., TueS-s 
DETROIT WIR Thurs., Sat- 


PITTSBURGH KDKA Mon. thru Fri. 


SAN FRANCISCO— : 
OAKLAND KQW Mon. thru Fri. 


st. LOUIS KMOX Mon. thru Sat. 
CLEVELAND WTAM Mon. thru Fri. 
BALTIMORE WBAL Mon. thru Fri. 


nnn s— KSTP Mon. thru Fri. 


WASHINGTON, D. C. wre Mon. thru Fri. 
BUFFALO—NIAGARA WBEN Mon. thru Fri. 
CINCINNATI WLW Mon. thry Sat. 
INDIANAPOLIS WIRE Mon. thru Sat. 
ROCHESTER WHAM Mon. thru.Fri. 
DENVER KOA Mon. thru Fri. 
SCHENECTADY wGY Mon. thru Fri. 
KANSAS CITY KMBC Tues., Thurs., Sat. 


OBERTSHAW THERMOSTAT CO., YOUNGWOOD, PA 
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DAVEY TREE TRIMMING SERVICE 


Maximum H,S- 
removal per Ib. | 
1846 1923 of Oxidel 


JOHN DAVEY 
Founder of Tree Surgery 3 @ Lavino Activated Oxide is 
made specifically for maximum sulphur re- 
Winter Trimmin moval...is not just a ‘‘satisfactory”’ purifying 

gq medium merely by virtue of incidental 
, z if properties, but is made especially for maximum 
Now is an especially fine time to capacity and activity, maximum trace removal 
trim the trees along your lines. and shock resistance. As such, we do not believe 
With the leaves gone, working vi- you will find Lavino Activated Oxide has 


fs : ae any close rival — comparing cost, comparing 
sion 1s better, permissions are performance and comparing savings. 
easier to get and brush disposal i etcen about it k 
’ . glad to tell youall about its remarkable 
1s cheaper. Something ought to record; just write a note on your letterhead to 
be done about it. : 

: E. J. Lavino and Company 

Tree interference may aid the Axis =: 


DAVEY TREE EXPERT CO. KENT, OHIO O NLU 


Philadelphia 


DAVEY TREE SERVICE | ‘Qxcumeneaumaaean 


























e Whatever the demands of the gas in- 

dustry may be, Connelly is equipped 
to meet them. With our new laboratory for scientific 
testing of purification materials and greatly increased 
facilities for the production of Iron Sponge, Governors, 
Regulators, Back Pressure Valves and other equip- 
ment for gas purification and control, Connelly is at 
your service, ready for any emergency. 


Under the able management of Mr. A. L. Smyly, pio- 
neer in gas purification and pressure regulation, this 
organization has continued its leadership in the field, 
and the fact that Connelly products are standard in 
hundreds of the leading gas plants of the country is 
indicative of the service rendered. 


@ Mr. A. L. Smyly 
President 
Connelly Iron 
Sponge & 

vernor Co. 


IRON SPONGE and GOVERNOR Company 
CHICAGO, ILL. ELIZABETH N.} 
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wHy (wo 7¥PEes OF TRAWSITE DUCTS? 


Transite Conduit saves on labor and material, for it is so 
strong it needs no protective casing. It maintains its 
strength and true form under heavy earth loads and 
traffic pressure. Can’t rot . . . effectively resists soil 
corrosion, smoke and fumes. 


for Use 

With 

Protective 

Casing... 
Transite Kerduct is thinner walled, lower priced, other- 
wise identieal with Transite Conduit. Its long lengths 
mean fewer joints, fewer spacers. And its unusually 


high rate of heat dissipation lowers cable operating tem- 
peratures, boosts system capacity. 


BOTH THESE DUCTS PROVIDE THESE ADVANTAGES AS WELL:-:-: 


1. Minimize fire hazard—Transite Ducts can- 
not burn because they are made of asbestos 
and cement. They will not contribute to the 
formation of explosive or combustible gases. 
2. Eliminate electrolysis problem— Inor- 
ganic and non-metallic, Transite Ducts can 
never be affected by electrolytic action. 

3. Make cable pulls easy—'The smooth 
bore of Transite Ducts speeds up cable 
installation. Because the ducts stay smooth 
in service, cables can be removed and re- 


JM Johns-Manville 


Trawsire Dues \ 


placed at any time with virtually no dam- 
age to sheathing. 


4. Save time on installation—Light in 
weight, supplied in long lengths, Transite 
Ducts are so easy to assemble that only 
the minimum of time and 

expense is required for 1” Ie 
any job. Write for Data Nas ¢ 
Book DS-410, Johns- - ; LF 
Manville, 22 E. 40th St., | 7 }e X 
New York, N. Y. a Thai 


es 


i % 
= 


he # 


" 
/ 


TRANSITE KORDUCT— 


n concrete 


derground w 


1casement 
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ARGE, HIGH-SPEED MOTORS 
esent a special problem to the 
otor designer. It’s a problem 
at Elliott engineers have long 
yo grappled with, and licked, 
th impressive results. 


Take the two big motors in the 
cture — 2000-hp., two-pole 
duction motors. Impressive in 
ppearance alone, so that a visi- 
r representing a prominent 
lity, seeing them in the Elliott 
ps, immediately became in- 
ested, watched the tests and 


became enthusiastic. Result, six 
new Elliott two-pole motors in 
that utility plant. 


Elliott started twenty-five 
years ago to develop this type of 
motor. It has been a step-by-step 
process, like all engineering de- 
velopments. The consequence of 
this concentration on a special- 
ized motor problem is the rapidly 
increasing appearance of the 
familiar Elliott monogram on the 
bearing caps of fine big motors 
on high-speed utility drives. 


Elliott motors of this type have a number of excellent points. Stator 
frames are stiffly constructed of welded steel, or cast if desired. 
Pressure lubrication from a built-in unit. Cool, quiet operation insured 


by large ventilating channels and ducts in both shell and stator core. 
Exceptionally high strength and rigidity at high speeds. Descriptive 


bulletin on request. 








TM 


A star has been added tov 
the Army-Navy ‘‘E”’ flags 
ae by both the Jean- 
‘tte and the Ridgway 
pleat of Elliott Company. 


Electric Power De 
RIDGWAY, P 


DISTRICT OFFICES 
PRINCIPAL Cll! 


bi 

















Attilities Almanack 














Due to war-time travel restriction, conventions listed are subject to cancellation. 


y DECEMBER "7d 





G American Society of Civil Engineers will hold meeting, New York, N. Y., January 
19-21, 1944. 








{ National Association of Manufacturers concludes meeting, New York, N. Y., 1943. 
{ Pennsylvania Electric Asso. holds committee meeting, Philadelphia, Pa., 1943. 





q peepee foray Society opens annual forum and business meeting, New ) 
ork 3. 





{ American eae a Electrical Engineers will hold technical meeting, New York, N. Y., 
January 24-28, 





I Minnesota Independent Telephone Association will hold meeting, Minn., last week in 
January, 1944. 





{ Sales Executives’ Conference will be held, Cincinnati, Ohio, February 3, 4, 1944. 








oer eee Telephone Association will hold session, Des Moines, Iowa, April 
11, 1944 








q Amor 9d Independent Telephone Association will hold meeting, Chicago, Ill., April 18, 19, 





| United States hag aa Telephone Association will hold spring conference, Chicago, 
Ill., April 20, 21, 





i a Electrical Manufacturers Association will convene, Chicago, Ill., April 23-27, 








{ Ohio apap Telephone Association will convene, Columbus, Ohio, April g 
25, 26, 1944. 





q Indiana foteeetont Telephone Association will hold meeting, Indianapolis, Ind., May 


3; , 








{ National Fire Protection Association will hold meeting, Chicago, Ill., May 8-11, 1944. 











q New York Independent Telephone Association will hold meeting, Syracuse, N. Y., May 
24, 25, 1944. 














A mural by J. Monroe Hewlett, reproduced through courtesy of the Bank of New York 


This painting depicts foreign trade and the development of the 
American merchant marine. 
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A New Market for Utility 


Service 


Quick-freeze-and-home-storage equipment will be in much 

greater demand than ever after the war, particularly on small 

farms, and this added convenience and necessity will help to 

make farm life more livable and profitable and perhaps, in the 

opinion of the author, by attracting more of the young people 

back to the farm, correct a deformity in our social system that 
everyone has recognized and feared. 


By HERBERT COREY 


and promising market is in pros- 

pect for the utilities. When the 
war is ended, of course. They have 
more market than they want now. 

The dark cloud in the picture is that 
government might try to interfere. As 
government did with the REA. Gov- 
ernment came into REA as a mild little 
mother’s helper. It’s a mixed metaphor, 
but at one time REA gave promise of 
developing into an empire. 


| \RANK R. WILSON thinks a new 


729 


Frank R. Wilson thinks that gov- 
ernment will only be helpful in this new 
market. He does not think there is 
anything to fear. He thinks the gov- 
ernment’s part will be but a brief one. 
In and out, like country dancing. Gov- 
ernment may lend some money. If the 
taxpayer has any left. 

This introduction is running too 
long. But there is more to come. Wilson 
thinks that this new market for the 
utilities has in it the promise of a cure 
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for many of our economic ills. It will 
make, he thinks, farming a way of life 
once more instead of a dangerously un- 
stable business. It should lessen the 
risk of panics. It will make life more 
pleasant for most of us. It will furnish 
jobs to the nine or ten million men who 
will need them desperately once the 
postwar flush is over—and who will be 
pretty serious if they do not get them. 

Some of the smartest of the leaders 
of the utilities agree with him. So do 
at least ten Senators. No Senator is in 
opposition so far as has been reported. 


Sones going more deeply into the 
subject it is in order to ask: 
“Who is Frank R. Wilson?” 

He is an assistant to Secretary of 
Commerce Jesse H. Jones. The hard- 
headed Mr. Jones. The Mr. Jones who 
still believes in getting security when 
he loans money. An heretical, positive, 
tough old gentleman who has no 
dream books in his library. Mr. Wilson 
is associated with Under-Secretary of 
Commerce Wayne Chatfield-Taylor. A 
broad-minded and liberal person who 
is reputed to admit that some business- 
men have not been public benefactors 
but continues to hold by the pre-New 
Deal theories of free enterprise. Mr. 
Wilson himself is an addict of statis- 
tics. 

He finds in the dry and ponderous 
facts of the reports of the Bureau of 
the Census stories that crackle with in- 
terest. Tables of figures become ro- 
mantic under his treatment. But the ro- 
mance is steel-framed and dependable. 
He discovers John and Mary Jones, 
young, juicy, in love, ambitious, living 
with Pa and Ma on a big farm in the 
Middle West. In the eighth congres- 
sional district of Iowa, to be precise. 


DEC. 9, 1943 


In the finest farming section of the 
state that produces one-twelfth of the 
food of this nation. Where the tall corn 
grows. There is no debt on the farm. 
Before 1910 John and Mary would 
have looked forward to long life and 
prosperity and a brood of youngsters 
on the ancestral acres. 


E era is running a lathe in a factory. 
Mary is a riveter. They get good 
wages; they have been lucky enough 
to find a small apartment with plumb- 
ing that works; they are very lucky in 
that: many Johns and Marys live in 
trailers, they go to the movies, get 
their meals on the point system out of 
tin cans, and do not expect to go back 
to the farm. Why should they? The big 
farm doesn’t pay dividends in normal 
times. 

Pa and Ma are running the tractors 
on the big farm today. Pa has consid- 
erable rheumatism and Ma had rather 
spend her time in the kitchen rocker 
between meals, but they have no option 
but to jam those tractors over the big 
fields if the farm is to be worked. Of 
course they are making money on the 
farm today. The latest report shows 
that in Iowa in 1943 the farmers are 
cashing in. But between wars the big 
farms do not pay. Wilson has some 
carefully compiled figures from the 
Census Bureau which prove that in 
this eighth district in 1939 the income 
of the farms just balanced the expendi- 
tures—taxes, interest, repairs, machin- 
ery, and the like—along with the 
money the farmers spent in stores. 

Not a penny’s return on the 400 
plus millions invested. 

No wonder John and Mary left the 
farm. They’re not saps. Why should 
they work longer hours for board 
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wages on the farm than they do in the 
factory? 


yo can prove—census figures 
again—that the owners of small 
farms, intensively cultivated, make 
money on their investment. They live 
in better homes. Look at Lancaster 
county, Pennsylvania, and compare it 
with Pottawattamie county, Iowa, in 
the heart of that eighth district. There 
is only a difference of 150 acres in the 
cropland of the two counties. Lan- 
caster is the great farming county 
of Pennsylvania, which is a great farm 
state. But in Lancaster the farms aver- 
age only 60 acres against Pottawatta- 
mie’s 152. The small farms have an 
acreage value of about twice that of the 
big farms. The soil and the markets 
being approximately equal, that means 
better houses, barns, and fences. Bet- 
ter living conditions. To take a wider 
spread Wilson reports that: 

“The 506,000 farms (U.S., of 
course) of 10 acres and less had in 
1939 per acre value of $418 compared 
with $44 for the 486,000 farms rang- 
ing from 180 to 259 acres—a ratio of 
more than 9 to 1.” 

The 60-acr€ Lancaster farm pro- 
duced $48.50 per acre as compared to 
$20.80 in Pottawattamie. On top of 
that, the Lancaster farmers ate $2,- 
000,000 of their home-grown food, 
which was four times as much as was 


eaten in the average Iowa county. 
Yet the fact is that the trend for 
years past has been away from the 
small farm and toward the big farm. 
The so-called factory farm. The own- 
ers lived on their farms in past-years, 
and nursed the soil, and-had chicken 
for dinner and cream so thick it had 
to be broken up with a spoon. The fac- 
tory farmers are in business. They 
farm with machinery and as few 
hands as possible, they buy commercial 
fertilizers, some of them bleed the 
land, and many have neither gardens 
nor cows on their places. As the acre 
profit decreases they are compelled to 
farm more acres to get a living income. 
To quote figures from both extremes, 
Wilson shows that by a sampling in 
1939 the under 10-acre farm produced 
a calculated value of $107.49 of farm 
products per acre against $5.09 per 
acre for the farm of 500 to 999 acres. 


HE shift away from the farms to 

the city was inevitable. The huge, 
rich country was going industrial. The 
farm population was once 95 per cent 
of the whole. Now it is approaching 20 
per cent. The young men and women 
went to the cities. Life on the farm 
was barren—oil lamps, mud roads, no 
plumbing. Families decreased in size 
and mass production by machine was 
enforced. The small farm could not 
support heavy machinery. The men on 
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which is a great farm state. But in Lancaster the farms aver- 


q “LANCASTER ts the great farming county of Pennsylvania, 


age only 60 acres against Pottawattamie’s 152. The small 
farms have an acreage value of about twice that of the big 
farms. The soil and the markets being approximately equal, 
that means better houses, barns, and fences. Better living 
conditions.” 
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it walked in the furrow instead of rid- 
ing an engine. That continuing trend 
was intensified by the war’s need of 
workers. Unless young people are 
coaxed back to the farm there will be 
—Wilson thinks—the devil to pay and 
no pitch hot. “History shows that as 
the proportion of people who live on 
the farm increases the less danger 
there is from panics.” 

If the 477,000,000 fertile farm 
acres—that’s all there is—were cut up 
into small and profitable farms, then 
the men coming back from war and 
dismissed after the war from industry 
would have places to go. Already there 
are three bills in Congress which prom- 
ise the serviceman some aid on his way 
back. But how many of them want to 
go back? They are not saps, any more 
than are John and Mary of Pottawatta- 
mie county. They know that under 
the present system the farmer is at the 
mercy of the buyer. This is not farm 
bloc propaganda or sweet politics. It’s 
a fact. The farmer’s crops all come to 
the market at the same time. All the 
berries and apples and cabbage and po- 
tatoes. The market is glutted. The 
transportation systems are gummed 
up. Prices become what the man with 
the money wants to pay. No one’s 
fault. Just a wormy system. There has 
never been any way of improving it. 


Now the utilities have a way. This 
is where they come in. 

If the idea isn’t sound show the 
crack to Frank R. Wilson. He has the 
census figures. 

Some years ago some genius in- 
vented the quick-freeze-and-home-stor- 
age plan. He was the Henry Ford of 
his day. Quick-freezing caught on 
commercially at once and in most good 
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grocery stores there is a storage box 
in which frozen foods are kept in pack- 
ages. The home-storage plan, or the 
community-storage plan, may have de- 
veloped a bit more slowly. But it was 
developing steadily when the war in- 
terfered. Wilson tells an instance 
which illustrates how it works on the 
farm: 

“A woman I know,” he said, “up in 
Minnesota, had a medium-size berry 
patch. She could pick in the season 
from 3 to 6 quarts of berries a day— 
but why? It wasn’t worth while driv- 
ing 10 miles to town with 6 quarts of 
berries. She could not hold the berries 
over until she had a sizable lot. They 
would sour. So she only picked enough 
for her own table.” 

Nowadays she picks her 3 to 6 quarts 
a day, pops them into the “cold barrel,” 
in which they are quick-frozen at 25 
degrees below zero, and when the bar- 
rel is filled she drives the load into 
town to the community-storage plant. 
Sometimes the refrigerated truck 
owned by the community plant picks 
up her cargo. 

She is enlarging her berry patch. 


A* over the country communities 
were putting in their own cold 
storage plants before the war. Or 
groups were putting their own plants in 
communities. Or individuals were put- 
ting in storage plants to handle the 
farm business. In Columbus, Ohio, 3,- 
000 families “eat out of lockers.” In 
White Plains, New York, 1,600 fam- 
ilies go to the lockers for their quick- 
frozen food. In Terre Haute and 
South Bend 2,500 to 3,000. There are 
four plants in Des Moines. Before the 
war stopped all these normal, pleasant, 
friendly operations, 1,800,000 of the 
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Cold Storage Plants 


C6 ALL over the country communities were putting in their own cold 

storage plants before the war. Or groups were putting their 

own plants in communities. Or individuals were putting in storage 

plants to handle the farm business. In Columbus, Ohio, 3,000 families 

‘eat out of lockers.’ In White Plains, New York, 1,600 families go to 

the lockers for their quick-frozen food. In Terre Haute and South Bend 
2,500 to 3,000.” 





37,000,000 families in the United 
States took their food from the cold 
lockers. There were about 5,000 plants 
in operation at that time and 2,000 
more were on order. 

The lockers were making small 
farming feasible for the farmer. 

Instead of working his heart out to 
make a crop—berries, chickens, fruit, 
vegetables—and then selling the crop 
ona market which might be hitting the 
bottom because of a surplus some- 
where, the small farmer can today 
make his crop. Then hold it until the 
prize is right. The storage plant will 
process his 275-pound hogs for about 
$7 a hog. For that sum a truck will 
pick up the hogs, the plant butcher will 
kill and dress them, and the meat will 
be packaged in waxed paper and stored. 
The pork is his, subject to his order. 
He can eat it or sell it. The plant man- 
ager will handle the selling to the city 
market on the group plan. When he 
has, for example, 2,000 pounds of pork 
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to sell at a certain level he notifies his 
city customers. The pork is shipped in 
refrigerated pick-up cars and the re- 
turns made to the individual shippers. 
The scheme works. It has been 
working. Frank Wilson can tell you. 


("= might think that such highly 
influential operators as the Mid- 
dle West meat packers would find 
dangerous competition in these co- 
Operative community storage plants. 
Wilson says they are too broad-minded 
for that. Too smart, in street-corner 
language. They think that these stor- 
age plants will make it possible for so 
many more people to eat so much more 
meat—for he can show you figures to 
prove that the producer may get 10 
per cent more for his crops and yet the 
consumer may buy the foods for less 
—that a meat appetite will be aroused 
as it never has been before. The packers 
do not think they will sell less meat but 
that the people will buy and eat more. 
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It may be urged that Wilson’s own 
figures show that the small farm has 
been more profitable per acre-return 
than the large farm. And that is true. 

But the small farmer has been at 
the mercy of factors he cannot control. 
As previously stated. The big farmer 
handles warehouseable crops—wheat, 
corn, cotton, and the like. His risks are 
of storm, flood, drouth, and fire. If he 
wishes to warehouse his crops himself 
the government has been lending him 
money on a you-can’t-lose basis. The 


small farmer has been getting away 
with it because he eats so much of the 
food he raises. Farming has been a 
way of life to him—just as it used to 
be in America— instead of a precarious 
business. But the boys and girls have 
been getting away. 


HE gross returns for the 60-acre 

Lancaster county farms—where 
intensive farming, thanks to the sturdy 
Pennsylvania Dutch, is at its most 
successful—were $2,907. But in Lan- 
caster county farmers bought 30,000 
tons of fertilizer in 1939, and spent al- 
most four times as much for farm ma- 
chinery as the Iowa farmers, and about 
six times as much for farm labor as the 
Iowa average. Then take out money 
for taxes and sickness and new barns 
and births and deaths and it is easy to 
figure out that not enough of that gross 
income of $2,907 remained to coax the 
youngsters to stay on the farms. 

At any rate they did not stay in 
Iowa. I did not ask about the Lancaster 
county stayers because conditions there 
are different. There is a religious as 
well as an economic factor to be reck- 
oned with there. 

But in Iowa fewer children are be- 
ing born on the farm, by from 2,000 
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to 10,000 in each age group from one 
to fifteen years. More men and women 
over forty are on the Iowa farms today 
than ten years ago. Iowa had twice as 
many farm operators under twenty- 
five in 1910 as in 1940. The old folks 
cannot get away but the young folks 
can. The proportion of old folks re- 
maining on the farms increases as the 
age groups move upwards. 


he WILSON says—and has the 
Census Bureau figures to support 
him—that if life on the small farm can 
be made more attractive more young 
folks will stay on it. Farming will still 
be a way of life, but it will also be made 
more stable as a business. The small 
farmers will not be squeezed into bank- 
ruptcy by market conditions absolutely 
beyond the power of anyone to control 
at present. Apples were rotting in the 
orchards not long ago. It was not worth 
while to pick and sell them. Presently 
the apple shortage sent the prices out 
of all conscience. But the farmer did 
not profit. His apples had turned to 
earth. 

Wilson thinks the quick-freeze-plus- 
cold-storage on the group plan will 
correct this condition. 

Once the war ends and raw materials 
for manufacturing are again available, 
the freeze-and-store plan will burst in- 
to activity. The representatives of six 
of the greatest electrical machinery 
manufacturers said to a convention of 
those interested not long ago in Des 
Moines that the making of freeze-and- 
store equipment might offer immediate 
business to many of the war plants 
which would otherwise be forced to 
shut down. They were not envious. 
They have so much postwar business 
on their books right now that they will 
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be busy for a long time after they have 
reconverted their own factories. 
Among other items 3,500,000 refriger- 
ators have been ordered. 


HE utility leaders see and are avid 

to get the business. An average 
storage warehouse will buy $50 to $75 
of current a month. Each farmer who 
has a “cold barrel” will buy. A cold 
storage plant cannot operate profitably 
at a radius of more than 10 miles, that 
limit being fixed by the farmer’s con- 
venience in transportation. There are 


3,000 counties in the United States 
and most of them might eventually 
have many such plants. Best of all, per- 
haps, the men who have been at war 
and in war factories will be tempted to 
return to the small farms, and a distinct 
threat to our future economy will at 
the least be lessened. 

And, perhaps the final good, a de- 
formity in our social structure that 
everyone has recognized and feared 
will be corrected. With a world going 
haywire that may mean everything for 
all of us. 





Industry Must Choose 


be HERE is no halfway station between a free economy 
and a government-controlled economy. It is one or 


the other. 


“If we mean to have a free economy, the government agen- 


cies now controlling and directing industry will disband and 
send their personnel home just as quickly as they can wind 
up the odds and ends that remain unfinished on the day the 
war ends. 

“If anyone thinks that he can use these government agen- 
cies as a screen behind which to escape the risks and the hard 
decisions essential to success in a competitive economy, we 
suggest he consult some of those German gentlemen who 
once regarded Hitler as a stooge. 

“Happily the organizations and most of the leaders speak- 
ing for business and industry realize the choice before them. 
What they are asking the government to do is to lift its con- 
trol and get off the track.” 

—EDITORIAL STATEMENT, 
The Wall Street Journal. 
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After the War—How Many 
Passengers? 


With record-breaking traffic, Los Angeles transit 
companies wonder how much they can hold. There 
are uncertainties, like the proposed speedway sys- 
tem that will affect all franchises. But traffic man- 
agers are working even now for good will, by try- 


ing to please the passenger. 
By JAMES H. COLLINS 


ENERAL Hugh “Iron-Pants” 
(5 Johnson was fond of using, as 

an illustration, the hungry tiger 
and the haunch of horse meat. 

In the Los Angeles area, there are 
two transit tigers who, after years of 
short rations, have all the horse meat 
they can eat, and more. 

They are the Pacific Electric and 
Los Angeles railway companies, and 
the horse meat is war passenger traffic 
of confidential proportions. 

They are gorged, and a lot of meat 
remains, because shortage of trainmen 
makes it difficult to operate all their 
cars, and carry all the people who want 
to ride. When the war ends, will this 
traffic be suddenly snatched away? 

Or will they be able to continue on a 
sustaining diet? 
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Postwar planning for a transit com- 
pany involves even more intangibles 
than for a manufacturing or commer- 
cial business. 

The future is vague, the date of re- 
conversion unknown, the problem is 
apt to be distorted by wishful thinking. 

Transit planning has its idealism, 
too, its quart of milk every day for 
every Chinaman—who abhors milk 
anyway—and its new inventions and 
gadgets that lead people to expect that, 
starting with V-Day, life is going to 
be a bowl of cherries, with the pits re- 
moved, and quick-frozen. 

The passenger of tomorrow may 
imagine that a helicopter bus will pick 
him up on his own front lawn, and set 
him down ten minutes later on the roof 
of his office building. 
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In Los Angeles, the town that grew 
up on rubber, he pictures himself pilot- 
ing the helicopter—at the least, expects 
new wonder automobiles to drive on 
new wonder highways. 

When transit men find time to think 
of after-war possibilities, they com- 
plain, like everybody else, that the pic- 
ture is vague. And they cannot hope 
to provide all the modern marvels that 
are being promised by the idealists. 

Vagueness needs a little discounting. 
It may even be a good thing at this 
stage of the game. 


Bax: idealistic planning stage might 
be compared to the defense stage 
of the war itself. We all know now 
that when we got into it, war was very 
different. The trend in war is to start 
with theory and confusion, and to get 
down to practical business administra- 
tion as we gain experience. The open- 
handed schemes for the world are 
bound to change as we get into recon- 
struction, and a reassuring fact is that 
if we ourselves do not modify them, 
other countries will do it for us—they 
won't want to be improved in the way 
we think is good for them. 

The one certainty that a passenger 
traffic man sees today, in the after-war 
picture, is that there will be at least a 
million people in and around Los An- 
geles who will want to go places every 
day. They are piling onto his cars, in 
rush hours filling the aisles, and some- 
times hanging onto the fenders. 

Not only has it been hard to get 
enough trainmen, against the competi- 
tion of the war industries, and to offset 
losses to the ‘armed forces, but both 
companies have been hampered by a 
wage dispute with Washington. Train- 
men have asked for an increase in 
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wages which both companies are will- 
ing to pay, but the War Labor Board 
has delayed its decision in the cases, 
and at the present time one 24-hour 
strike has occurred, and another was 
narrowly averted, as a trainmen’s pro- 
test against delay. 


_ the war, many of the passen- 
gers will be potential customers 
for rail and bus service. Los Angeles 
employers now figure, roughly, that 
war organizations, doubled one ,or 
more times over their peace propor- 
tions, will be reduced by at least 50 per 
cent. The women will return to their 
homes, the boys and girls go back to 
school, the transients will go elsewhere, 
and the less productive workers gladly 
taken on today will be dropped, many 
going back to other work. With the 
men coming home from the armed 
forces, and the most competent people 
on the payroll today, it will be possible 
to make up efficient organizations fit 
to meet the competition that is coming. 

This all adds up to at least a million 
potential passengers, but when the 
traffic man begins to think about hold- 
ing them, he is pretty much at sea. 

Will new types of equipment and 
better service induce them to keep on 
riding? 

Under the staggered-hour system, 
introduced early in this area, it has 
been possible greatly to speed up serv- 
ice. Many car stops have been elimi- 
nated, so that a PCC car, with high 
acceleration, can really get going, and 
make time, before it has to stop again. 
That was not possible with the old sys- 
tem of frequent stops. 

Motorists as well as passengers have 
been instrumental in bringing about 
the elimination of stops, for stops 
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waste gas and the western allowance 
of four gallons weekly, liberal as it 
may sound in the East, makes the 
motorist just as miserly. 


_ the present scheme of fewer stops 
could be maintained, with old cars 
replaced by modern types, the traffic 
man could give the passenger a ride 
that would really be a ride. 

But, of course, with the increase in 
motor traffic that will come, it is not 
likely that the present arrangement can 
be continued, and then there is the 
biggest uncertainty of all—the new 
system of speedways being planned for 
the area. 

Los Angeles has never had anything 
like the commuter service familiar to 
people in eastern cities. Except for one 
short subway, leading to Hollywood, 
the cars and busses have to come into 
town on the surface. Badly needed has 
been a subway of greater length to the 
fast-growing southwestern area — no 
financial wizardry has produced the 
money to build it. Elevated lines into 
town have been proposed, but never 
got to the construction stage. Either 


subways or elevated lines would simply — 


solve the public carriers’ problem, do 
nothing for the motorist. 

After trying to adapt the transit im- 
provements of other cities, Los An- 
geles has finally developed its own plan. 


This involves speedways, which can 
be used by the motorist as well as the 
transit vehicles. 

Starting at the edge of the city’s 
densest population, 6 to 10 miles from 
the center, elevated motor highways on 
this plan will gather traffic from areas 
in which there is no surface conges- 
tion, and bring it into town at high 
speeds, there being no streets to cross. 


N the Hollywood speedway, as 

planned, the motorist would 
drive up onto the elevated road about 
8 miles from the city hall, and cover 
that distance in fifteen or twenty 
minutes, compared with at least forty- 
five minutes in normal times. 

These speedways, coming in like the 
strands of a spiderweb, from all four 
quarters of the compass, would join a 
downtown elevated loop. The motorist 
who wanted to go to his office would 
drive down a ramp to a parking place, 
and if he wanted to come in from 
Hollywood, and go to his factory on 
the East Side, he would drive around 
the loop until he came to the right 
strand in the spider web, and be on his 
way, crossing no streets, meeting no 
pedestrians. 

The public carriers would use the 
speedways for motorbuses, dropping 
down to street level via ramps at inter- 
vals corresponding to stations, picking 
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service familiar to people in eastern cities. Except for one 


q “Los ANGELES has never had anything like the commuter 


short subway, leading to Hollywood, the cars and busses 
have to come into town on the surface. Badly needed has 
been a subway of greater length to the fast-growing south- 
western area—no financial wizardry has produced the money 
to build it. Elevated lines into town have been proposed, but 
never got to the construction stage.” 
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up and letting out passengers, climbing 
up again. Any arrangement of express 
busses is possible by skipping stops. 
The motorist could take the bus and 
make splendid time. 

Just as we were getting into the de- 
fense period, some of these speedways 
were approaching the condemnation 
and construction period, but the pros- 
pect of getting steel, labor, and money, 
caused suspension of plans. 

The total cost is estimated at $200,- 
000,000, nothing to daunt a town that 
brought water from the high Sierras 
260 miles, and then from the Colorado 
river 266 miles, and got a harbor by a 
fight and the annexation of a 20-mile 
strip connecting it with the city. 

The money could be found. Present 
plans are for moderate speedway tolls 
by which motorists would make the 
system self-supporting and self-liqui- 
dating. 


O PINION is divided as to whether the 
system will be built right after 
the war, or over a considerable period. 
But reckoning the Los Angeles spirit 
and tempo, a traffic man would be wise 
in assuming that it will be built soon. 

Very well—build soon, or build 
later, this system will upset not only 
car and bus routes, but franchises, The 
long hauls like that out through Holly- 
wood to the fast-growing San Fer- 
nando valley would be eliminated, 
other routes would be converted into 
feeders, and an entirely new scheme of 
franchises for the speedways would 
have to be taken into account. 

This prospect conditions all plans 
for new equipment, because, if the 
speedways are built soon, the transit 
companies, assuming that they got the 
new franchises, would need the latest 
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types of busses, whereas if the project 
is carried out over a period of years, it 
might be advisable to order more PCC 
cars. 

The traffic man is therefore in the 
same state of uncertainty as the manu- 
facturer who doesn’t know what the 
tariff will be on his product after vic- 
tory. 

One thing the tiger can do now— 
study the haunch of horse meat. 

Traffic managers are trying to build 
good will, under difficulties, and ex- 
perimenting with flexible routes, to 
serve war traffic. 

The Los Angeles Railway Company, 
hampered by wooden cars of real vin- 
tage, and a shortage of trainmen that 
makes the rush hours hard for passen- 
gers, is nevertheless holding to an 
ideal, “The passenger be pleased.” 


O N a day when 200 cars are laid up 

because 800 men have not re- 
ported for work, it isn’t easy to haul 
the passenger, much less give him a de- 
lightful ride to work. That happened 
while the company’s wage problem was 
being held up in Washington. In spite 
of all that management and union offi- 
cials could do to stretch out employees’ 
patience, many sought better-paid jobs 
in the war plants and shipyards. 

This company has adopted a yard- 
stick for passenger good will—or at 
least tolerance. It isn’t a seat, or a fast 
ride, or frequent cars, or anything that 
would be considered in normal times. 

It is complaints, and- only one kind 
—the passenger’s “beef” over employee 
insults ! 

The public knows there is a war on, 
accepts crowding and delay as neces- 
sary, but gets hot under the collar if a 
conductor is grumpy, or a motorman 
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Traffic Facilities on Pacific Coast 


ce O* the Pacific coast there is still the big push against Japan to 

come, and it is going to tax traffic facilities, petroleum produc- 

tion, manpower, and resources of all kinds. The transit picture may be 

transformed. But whether the end be near or distant, the transit man will 
find some factors in his after-war picture emerging now.” 





runs past his stop, and says, “Brother, 
the walk back will do you good!” On 
the contrary, with trainmen who are 
cheerful, he accepts the view that we 
are all out to win this war together. 

With personnel changing daily, and 
hurry in training, and other employers 
soliciting your people, as they brood on 
their wrongs, it is not easy to cultivate 
cheerfulness in the organization. Yet 
it has been done to such a degree that 
“insult” complaints are actually de- 
creasing. 

Then, this company keeps close 
track of traffic on routes, has records 
back to the last war of the movements 
of people by streets and hours, and 
quickly discovers routes on which more 
service will add to passenger satisfac- 
tion—and make money. 

For example, servicemen passing 
through the city have developed heavy 
traffic to and from the Union railroad 
station, normally served by one line. 
After 5 p.m. and all day Sundays and 
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holidays, another line was extended to 
the station—bringing $100 added 
revenue daily. 


pac Electric has had some in- 
teresting experiences in pleasing 
the passenger who resented change, due 
to war or otherwise—as, for instance, 
the change from rails to busses in Pasa- 
dena, an improvement that came re- 
gardless of war; the passenger who 
thought rails gave a more comfortable 
ride was won over when he discovered 
that the modern busses were faster. 
One transit agency with the toughest 
passenger problem in the Los Angeles 
area is the United States Maritime 
Commission, with its exclusive service 
for shipyard workers, operated by 
Pacific Electric between Los Angeles 
and Terminal island. With cars 
enough to haul all the shipbuilders to 
work, and lowered fares to attract the 
passengers, the commission isn’t get- 
ting the traffic. The shipbuilders drive 
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to work in their own automobiles, and 
thus far, with a growing gasoline 
shortage, which will grow worse when 
our Pacific offensive really gets under 
way, not even Uncle Sam has been 
able to divert the workers to the rails. 
One government agency would like to 
do it by restricting gasoline, but is 
checked by another government agency 
proud of its record in building ships. 

Voluntary advice given by Ralph 
Dorsey, city traffic engineer, may be 
suggestive to traffic managers. Dor- 
sey’s normal job, curiously, competes 
with trolley and bus operators, because 
he deals with motor traffic, endeavors 
to make it faster and safer, more at- 
tractive than public carrier service. 
But in the midst of war he finds him- 
self dealing with carrier problems, 
eliminating motor traffic stops that 
speed up carrier service, and lengthen- 
ing trolley loading zones so that two 
or three cars can be loaded instead of 
one, increasing car speed. So, his 
counsel is based on both types of traffic 
—and is free. 


Bo the shipworkers continue 
to drive their own cars to their 
jobs, the shipbuilding companies have 
to maintain large parking lots, and 
divert their own police, whose funda- 
mental work is the prevention of sabo- 
tage, to traffic direction at shift-change 
periods. 

Dorsey suggests that the cost of 
parking and police supervision, if 
translated into lower rail fares, would 
effect such reductions that the workers 
would ride the rails, and leave a good 
deal of money over. 

Moreover, he would give the rail 
service glamour as well as economy, 
taking a tip from his experience in run- 
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ning football and baseball games in his 
college days. To attract gate receipts, 
it was always necessary to adopt cir- 
cus methods, and for the Maritime 
Commission’s rail service he says he 
would use circus methods like giving 
every passenger a free newspaper, put- 
ting a radio in every coach, making the 
ride more attractive, and above all, 
getting the passengers talking. 
Pleasing the passengers in war time 
is something that probably didn’t occur 
to the Maritime Commission officials 
who laid out this line before we had 
any idea how far rubber would stretch, 
and when the possibility of air bom- 
bardment was a major factor in plan- 
ning. So, it happens that the bare neces- 
sity of a ride to work, with elimination 
of all services like ticket-taking, was 
uppermost in planning then—and to- 
day the shipbuilding passengers, and 
their pals who drive to work, talk 
about the fare scheme that charges as 
much for a ride from Compton, about 
halfway to the yards, as from Los 
Angeles, the other end of the line. 


N war, it seems, even government 

agencies need the traffic manager, 

and the salesman generally, as the con- 
flict gets organized. 

As a planner of motor traffic routes, 
Dorsey feels that after the war there 
will be a boom in highways; that they 
may not always be built for the actual 
traffic needs; that the utilities may be 
specially taxed to help pay for them; 
and that it might be a good thing now 
for utility executives to gauge the 
trends in state legislatures, and get 
ready to protect their interests. 

The war is far from being over. 

On the Pacific coast there is still the 
big push against Japan to come, and it 
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is going to tax traffic facilities, petro- 
leum production, man power, and re- 
sources of all kinds. The transit pic- 
ture may be transformed. 

But whether the end be near or dis- 


now. He can profitably spend a little 
time in getting ready, if not for con- 
crete situations to be met on V-day, 
then in bracing himself to meet what 
will come—getting ready by expecting 


the unexpected, and not being caught 
off balance. 


tant, the transit man will find some fac- 
tors in his after-war picture emerging 





Private Enterprise Postwar Necessity 


ok Br Associated State Chambers of Commerce realize 
that as the existence of the nation depends on winning 
the war, the existence of democracy as we know it, and private 
enterprise and private property as we know it, depend on the 
ability of private enterprise and the people to pay for the war. 

“Therefore, the Associated State Chambers of Commerce 
go on record as favoring the highest possible taxes for busi- 
ness, industry, and the people as a whole, consistent with the 
preservation of enterprise in a strong and healthy condition 
and able to meet the continuing heavy tax burden of the future, 
and consistent with maintaining the morale of the people. 

“At the same time the Associated Chambers of Commerce 
go on record not only in favor of the elimination of every 
unnecessary governmental expense but in favor of the elimi- 
nation from every tax bill of any and all provisions therein 
aimed not for government revenue but for control of business 
and individuals, which are unnecessary, undesirable, and un- 
fair and some of which provisions result in actual loss of reve- 
nue to the Treasury. 

“Highest possible taxation, for revenue only, under intelli- 
gent tax policies, which will permit the existence of a strong 
and healthy American enterprise system, is the only hope, now 
and in the postwar years, of a free and democratic America, 
of continued employment for those able and willing to work, 
and of a solvent America.” 

—RESOLUTION adopted by National Tax Con- 
ference, Associated State Chambers of Commerce. 
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The Significance of Income 
Tax Depreciation 


The fact that substantially larger amounts for depreciation ex- 

pense are shown in utility company reports in Federal income 

tax returns than in income statements to stockholders is, in the 

opinion of the author, no evidence of wrongdoing but reflects 

rather the difference in accounting methods they are forced to 

follow—income tax depreciation not true measure of deprecia- 
tion for other purposes. 


By CHARLES TATHAM, Jr. 
VICE PRESIDENT, INSTITUTIONAL UTILITIES SERVICE 


division of the SEC issued a re- 

port on depreciation statistics of 
electric and gas subsidiaries of regis- 
tered holding companies. In the intro- 
duction to this report the division 
stated. “It is believed that the depreci- 
ation allowed for income tax purposes 
in the case of public utility companies 
constitutes a generally conservative 
and satisfactory criterion of the ade- 
quacy of the depreciation actually re- 
corded on the books of such com- 
panies.” 


This comment was preceded by the 
statement that “in order to appraise 
the depreciation and dividend policies 
of public utility companies, it is neces- 
sary to have an appropriate standard 
or measurement of depreciation which 
is, within reasonable limits of toler- 
ance, uniformly applicable to each 


[* June 1942, the public utilities 
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company. The search for such a stand- 
ard led us to make a careful survey of 
the rules and regulations of the Bureau 
of Internal Revenue relating to the de- 
ductions allowed for depreciation, re- 
tirement, and amortization of depreci- 
able property in the determination of 
taxable income.” 

The conclusion reached above was 
slightly modified by the admission 
that “there are, however, exceptional 
cases where depreciation allowed for 
income tax purposes may well be 
either greater or less than the amount 
of depreciation which the companies 
may properly accrue on their corporate 
books.” 

In an opinion handed down by the 
commission in June, 1942, concerning 
the United Corporation, the commis- 
sion stated: “It is argued that the 
amount of depreciation claimed for in- 
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come tax purposes ‘has no relation to 
the amount of depreciation to be pro- 
vided for rate and general corporate 
purposes.’ We do not agree with re- 
spondent. Depreciation figures for in- 
come tax purposes frequently have 
been found helpful in determining the 
adequacy of depreciation for corpo- 
rate purposes. Respondent’s objec- 
tions to the relevancy and competency 
of such comparison data must, there- 
fore, be overruled.” 


Bens subject is of unquestionable 
concern to investors in utility se- 
curities, for the reason that practi- 
cally all of our utilities have claimed 
substantially larger amounts for depre- 
ciation expense in their Federal in- 
come tax returns than they have 
shown in their reported income state- 
ments to stockholders. The statements 
of the SEC insinuate doubt as to the 
soundness of both the income ac- 
counts and balance sheets as they are 
reported to security holders. 

It should, however, be emphatically 
stated that this variation is no evi- 
dence of wrongdoing on the part of 
the utilities, but reflects rather the dif- 
ference in accounting methods that 
they have been virtually forced to fol- 
low. The Treasury Department had 
one philosophy in regard to deprecia- 
tion and the regulatory commissions 
had another. The utilities had little 
choice but to follow the prescribed 
requirements in each case. 

The Treasury Department’s atti- 
tude has been quite simple. It is the 
duty of the Bureau of Internal Reve- 
nue to determine taxable net income. 
In this determination it is necessary 
to deduct all legitimate operating ex- 
penses, including depreciation on the 
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property used in the business. The to- 
tal depreciation to be eventually recov- 
ered is the cost to the taxpayer, less 
salvage. (In the case of property ac- 
quired prior to March 1, 1913, the ba- 
sis is, in general, the fair market value 
as of that date or the cost, whichever 
is greater.) Recovery of this cost is to 
be spread over the useful or service 
life of the property. “The deduction 
for depreciation in respect of any de- 
preciable property for any taxable 
year shall be limited to such ratable 
amount as may reasonably be con- 
sidered necessary to recover during 
the remaining useful life of the prop- 
erty the unrecovered cost or other 
basis.” 


I" preparing their income tax re- 
turns, therefore, the utilities were 
required to estimate the useful lives 
of the various items of depreciable 
property and set aside in each taxable 
year amounts which, in accordance with 
a reasonably consistent plan, would at 
the end of the service life provide for 
the recovery of this cost. The only le- 
gal requirement in regard to the 
method of apportionment was that it 
be reasonable in the light of the 
known facts. The bureau states: “The 
capital sum to be replaced by allow- 
ances for depreciation over the useful 
life of the property may either be de- 
ducted in equal annual instalments or 
in accordance with any other recog- 
nized trade practice, such as appor- 
tionment to units of production. While 
no specific method is prescribed, what- 
ever plan or method of apportionment 
is adopted must be reasonable and 
cannot be changed in a later year with- 
out the consent of the commissioner. 
The methods in general use by tax- 
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———— 


Depreciation As Operating Expense 


cé Gu 1898 the Supreme Court has consistently held that the 

value upon which a utility is entitled to earn a return ts the 

present fair value as of the time of the investigation. At least as far 

back as 1909 the court recognized the existence of depreciation as an 

item of operating expense and as a factor of property condition at 
any given time.” 





payers are the straight-line and the 
unit of production, the latter being 
used for the most part by taxpayers 
owning natural resource property.” 
The majority of utilities adopted the 
straight-line method, which provides 
the largest annual accrual for depre- 
ciation cost, particularly in the early 
years of a property’s life. 


f Beas was undoubtedly their plain 
duty to stockholders, for two rea- 
sons. In the first place, the bureau re- 
quires: “The allowance in any given 
year must be determined in accord- 
ance with the conditions existing at 
the end of the year, and a taxpayer is 
not permitted under the law to take 
advantage in later years of his prior 
failure to take any depreciation deduc- 
tion or of his action in taking deduc- 
tions plainly inadequate under the 
known facts in prior years.” In other 
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words if the taxpayer does not deduct 
the maximum allowable amount, any 
understatement may be lost as a future 
tax deduction. In the second place, the 
industry had little experience in com- 
puting service lives of property, since 
inadequacy was probably the major 
cause of retirements and replacements, 
and most items were retired for this 
reason long before wear and tear had 
terminated their useful lives. Since in- 
adequacy is to a large extent unfore- 
seeablé it behooved the utilities to re- 
cover property costs at the maximum 
allowable rate in order to obtain the 
full depreciation benefit in computing 
taxable income. 

The whole subject of depreciation, 
however, was treated quite differently 
by the regulatory commissions, which 
had jurisdiction over the selling price 
of the service rendered and the ac- 
counting methods followed for rate- 
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making purposes. Prior to 1937 the 
system of accounts generally pre- 
scribed for electric and gas utilities by 
the majority of state commissions did 
not call for depreciation accounting. 
The old Uniform Classification of Ac- 
counts provided for retirement reserve 
accounting and the reserve created was 
designed to equalize the burden of re- 
tirement losses from year to year, with 
due regard for the amount of earnings 
available for this purpose from year 
to year. In no sense was the reserve 
intended to be a measure of the ac- 
crued depreciation actually existing in 


the property. 


HIS accounting method undoubt- 

edly reflected the attitude that 
the courts and state commissions had 
toward the question of depreciation, 
and conversely the use of this method 
was an important reason why courts 
and commissions ignored book figures 
in attempting to ascertain existing de- 
preciation at any given time. 

Since 1898 the Supreme Court has 
consistently held that the value upon 
which a utility is entitled to earn a re- 
turn is the present fair value as of the 
time of the investigation. At least as 
far back as 1909 the court recognized 
the existence of depreciation as an item 
of operating expense and as a factor 
of property condition at any given 
time. The court has also consistently 
held that the determination of fair 
value is not a matter of formula, and it 
has maintained much the same attitude 
towards the subject of depreciation. 

The depreciation which must be de- 
ducted in order to arrive at present 
value is the amount of depreciation 
actually existing in the property. The 
problem devolves to what is the best 
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method of determining this deprecia- 
tion. 

Generally speaking, court and com- 
mission cases bearing on the questions 
of value and return have held that the 
amount of depreciation existing in the 
property is a matter of fact to be de- 
termined by competent evidence. In 
the majority of cases competent evi- 
dence was taken to be the testimony of 
engineering experts who had examined 
the property. For example, in Mc- 
Cardle v. Indianapolis Water Co.! the 
Supreme Court said: 


The testimony of competent valuation en- 
gineers who examined the property and 
made estimates in respect of its condition is 
to be preferred to mere calculations based 
on averages and assumed probabilities. The 
deduction made in the city’s estimate can- 
not be approved. 


N an earlier case it said much the 
same thing in slightly different 
language, ending, “Facts shown by re- 
liable evidence were preferable to 
averages based upon assumed prob- 
abilities.” There are many other cases 
in which the same point of view is ex- 
pressed, and which serve to point out 
the difference in aim and treatment on 
the part of rate regulation on the one 
hand and income tax determination on 
the other. 

This difference, however, no longer 
exists to the extent that it did formerly. 
In November, 1936, the National As- 
sociation of Railroad and Utilities | 
Commissioners recommended to the 
member commissions adoption of a 
new Uniform System of Accounts. 
Effective January 1, 1937, the Federal 
Power Commission prescribed virtu- 
ally an identical accounting system for 
licensees and public utilities subject to 


a 272 US 400, 71 L ed 316, PUR 1927A 15, 
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its jurisdiction. Both of these systems 
provided for depreciation accounting 
and required that each utility should 
record at the end of each month the 
estimated amount of depreciation ac- 
cued during the month on depreciable 
plant. At the present time this system 
has been adopted by the majority of the 
state commissions. 

In the case of those utilities, there- 
fore, that have now adopted deprecia- 
tion accounting, there should be little 
difference between the annual provi- 
sion claimed for tax purposes and the 
amount reported to stockholders, ex- 
cept to the extent that the straight-line 
method is used for tax purposes and 
some other method, such as sinking- 
fund or compound interest, is used on 
their general books. As mentioned 
above the straight-line method accrues 
at a considerably faster rate (provides 
larger annual amounts) in the early 
years of a property’s life. 


r will be apparent, however, that at 
least to the extent that properties 
were in existence prior to 1937, the 
book depreciation reserves (then called 
retirement reserves) make no pretense 
of measuring the actual degree of ex- 
isting depreciation, and can hardly so 
serve as a guide to the investor. 

Nor, on the other hand, would it 
seem fair to deduct from Plant at this 
time the reserves that may have been 


accrued for income tax purposes and 
which are usually substantially larger 
than the book reserves. These tax re- 
serves were accrued (1.e., annual pro- 
visions made) solely for the purpose of 
determining taxable income and with- 
out consideration as to whether or-not 
the remaining balance of earnings 
might provide a fair return on the fair 
value of the property. This was not 
within the province of the Treasury 
Department. The question of fair re- 
turn was subject to the jurisdiction of 
the regulatory commissions and the 
courts, and both the defined property 
base and the defined earnings were 
after depreciation provisions made in 
accordance with prevailing procedure. 

It would not seem equitable to im- 
pose a retroactive penalty merely be- 
cause accounting theories have 
changed. 

On the other hand, there remains the 
problem of adjusting reserves to a 
realistic level when they are clearly in- 
adequate. This is no easy task either 
to express in theory or to carry out in 
practice. 


F2 many years the National Asso- 
ciation of Railroad and Utilities 
Commissioners has had a depreciation 
committee which has been making a 
study of the entire subject and which 
for the past several years has been 
working on a very comprehensive re- 


preciation accounting, there should be little difference be- 


:: the case of those utilities that have now adopted de- 


tween the annual provision claimed for tax purposes and the 
amount reported to stockholders, except to the extent that 
the straight-line method is used for tax purposes and some 
other method, such as sinking-fund or compound interest, ts 


used on their general books.” 
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port. This report was submitted to the 
association at its recent convention in 
Chicago. In its foreword and summary 
the committee says: 

In principle any necessary correction of 
depreciation reserves should be made 
through surplus or a special section of the 
income account. However, the adjustment 
of inadequate depreciation reserves, while 
sound in theory, presents many practical 
difficulties. Where such deficiencies are seri- 
ous, it is desirable to make every effort to 
adjust them although it is recognized that 
the application of a uniform rule without 
regard to what is equitable and feasible un- 
der the circumstances of individual cases 
might cause injury to security holders out 
of proportion to the long-range benefits. 
Therefore, it is concluded that the objective 
of correcting inadequate reserves should be 
approached with appropriate consideration 
of the practical effects of alternative courses 
of action. 

The vagueness of this last sentence, 
which undoubtedly represents the con- 
sidered thought of some of the best 
authorities on the subject, is indicative 
of the difficulties involved. 

As a matter of fact, if the utilities 
were generally to adopt the sinking- 
fund or compound interest method of 
providing for depreciation, the defi- 
ciency in reserves with respect to most 
companies would be so small that the 
question of retroactive application 
would have little importance. In the 
present stage of the industry’s growth 
and development, straight-line reserves 
(had this method been consistently fol- 
lowed) would amount to about 25 per 
cent to 30 per cent of Plant. However, 
under the sinking-fund method (if it 
had been consistently followed) re- 
serves would amount to about 15 per 


cent to 20 per cent of Plant. 


HILE it is true that regulatory 
thought seems to be leaning in 
the direction of straight-line deprecia- 
tion, this seems to be due more to its 
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simplicity and convenience than to its 
economic soundness. Actually, in , 
property of continuing life the 
straight-line method builds up reserves 
that are substantially greater than 
necessary and the Supreme Court has 
held in a rate case (Lindheimer zv. Illi. 
nois Bell Teleph. Co.*) that such 
charges are not legitimate additions to 
operating expense. 

A simple illustration will serve to 
bring out the economic merits of the 
two methods. Assume a transmission 
line pole with a 40-year life, costing 
$100. It is not correct to say that at 
the end of the first year its value has 
decreased by 1/40 of $100, or by $2.50, 
The loss does not occur until its life 
has expired, or thirty-nine years in the 
future. The loss in value, therefore, at 
the end of the first year is that sum 
which, at compound interest, will equal 
$2.50 in thirty-nine years. This 
amount at 6 per cent interest is 65 
cents or roughly one-quarter of $2.50. 


I’ conclusion it might be said that 
while the SEC appears predisposed 
toward income tax depreciation, pre- 
sumably it is only as a criterion of the 
adequacy of the reported annual pro- 
vision or corporate reserve, rather than 
the method of accounting. 

This presumably should also be the 
sole matter for concern on the part of 
the investor. What the investor is in- 
terested in is the true income for the 
period under review (recognizing de- 
preciation as an item of operating ex- 
pense) and his true equity in the 
property (recognizing accrued depre- 
ciation as value consumed). The mat- 
ter is not easily resolved and perhaps 


2 (1934) 292 US 151, 78 L ed 1182, 3 
PUR(NS) 337. 
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no categorical answer to the problem 
un be given. As Mr. Justice Brandeis 
gid, in United Railways & Electric 
(o. of Baltimore v. West®: “An an- 
qual depreciation charge is not a meas- 
wre of the actual consumption of plant 
during the year. No such measure has 
yet been invented. . . . There is nothing 
in business experience, or in the train- 
ing of experts, which enables man to 
ay to what extent service life will be 
impaired by the operations of a single 


$280 US 234, 74 L ed 390, PUR 1930A 225, 
236. 


year, or of a series of years less than 
the service life.” 

At the present stage of the industry’s 
growth and development, it is believed 
that an annual charge of from 2 per 
cent to 23 per cent of the uninflated 
plant value, and a reserve of at least 
15 per cent of the same base, should 
provide adequate protection to the 
security holder in the average com- 
pany. The subject is not a static one, 
however, and for his own protection 
the security holder should endeavor to 
follow the trends of regulatory thought. 





Return of Free Enterprise 


a4 ‘FE HERE should be a definite transition period of from 
three to five years for changing over from war to peace 
economy. We should set up a goal to be attained by the end of 
the period, restoration of the initiative and free enterprise of the 
American people as the best way of obtaining reémployment. 


* 


* 


“Agencies should be set up to direct the demobilization of all 
these present war agencies to bring about that end. 


* 


* 


“All of this would be for one purpose, coming out of the tran- 
sition with the freedom of the American people reéstablished. 
We have to demobilize this tremendous Federal bureaucracy. 
We have to rearrange the tax system. 


* 


* 


“We will have to liquidate war production and convert in- 
dustries back to the peace-time pursuits. 


ok 


* 


“All of this is directed to cleaning up the United States from 
the war so that we will get a new economic and social start.” 


—HERBERT Hoover, 


Former President of the United States. 
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Need of Expert Public 


Advo cacy 


in Utility Rate Cases 


Customers, in the opinion of a former people’s counsel, would 
be better represented before the regulatory commissions by 
specially trained and experienced lawyers than they usually are 
at present; and he believes that the adoption of such a policy of 
public representation would lead to a renewal of faith in the 
regulatory process which he thinks is now somewhat lacking. 


By THOMAS J. TINGLEY 


students of the public utility pic- 

ture as it has unfolded itself in the 
state regulatory field during the past 
thirty years, that, irrespective of the 
outcome of litigated cases, the repre- 
sentation of the public interest has 
been, on the whole, haphazard, fortui- 
tous, inadequate, and relatively inept. 
There has been ample ballyhoo, and 
political fortunes have been both made 
and lost by representatives of the pub- 
lic, but there has been no constant in- 
sistence upon and vindication of the 
rights intended to be assured to the 
public by the Supreme Court of the 
United States in the compromise de- 
cision of Smyth v. Ames,’ with its pro- 


| T will be conceded by thoughtful 


1 (1898) 169 US 466, L ed 819. 
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posed nice balance of conflicting equi- 
ties. The advantage of advocacy has 
been with the governed, not the gover- 
nors. 

In general, the several states have 
left control of the practices and affairs 
of public utilities to especially consti- 
tuted regulatory bodies, and the repre- 
sentation of the interest of the public 
before such agencies to legal officers of 
local political entities, such as counties, 
cities, and towns. Frequently, these 
public servants were not adequately in- 
formed to undertake work of the 
character involved, and, as often, they 
were overburdened with other and un- 
related tasks. The present lethargy and 
inaction in the state regulatory field is 
the partial result, and warrants some 
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nsideration of the subject of expert 
iblic adyocacy in matters affecting 
tilities, with a view to the accomplish- 
ment of more satisfactory results and 
ihe vindication of the claim of these 
rgulatory bodies to continued exist- 
ence. 


| Ohne Sag at least, it is in- 
teresting in this connection to 
study attempts that have been made in 
the past to secure such expert public 
representation. One effort in that 
direction that has attracted consider- 
able attention was the creation of the 
office of people’s counsel before certain 
of the state boards to represent the pub- 
ic welfare in cases involving rates, 
service, and security issues of utility 
companies. 

The first post of this character to be 
created in the United States was that 
of people’s counsel before the Mary- 
land Public Service Commission, in 
1914. The official filling the position 
was the prosecuting agent of the com- 
mission, and was intended to start the 
regulatory processes working, and 
have the responsibility for presenting 
cases in behalf of the ratepayers. In 
fact, the act creating the office actually 
only gave a new title to a preéxisting 
post—that of assistant general counsel 
to the commission. The name, “peo- 
ple’s counsel,” had been applied to 
Louis D. Brandeis by the newspapers 
of Boston in connection with his un- 
compensated activities in insurance, 
street railway, and other matters of 
widespread importance. It came to be 
informally applied by the Maryland 
press to Albert C. Ritchie, who later 
became governor and who was then 
serving as assistant general counsel of 
the public service commission, in the 
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first case to come before the Maryland 
commission involving the rates of the 
Consolidated Gas, Electric Light & 
Power Company of Baltimore city, 
in 1912, and was later formally adopt- 
ed by the legislature. 


HE duties that were thus imposed 

on the people’s counsel were those 
of representing the interest of the pub- 
lic with respect to complaints and liti- 
gation before the commission affecting 
the public interest. It had been found 
in the course of experience that the gen- 
eral counsel could not both advise the 
commission with respect to its rights 
and duties, and represent the public be- 
fore it as an advocate, although both 
duties were originally conferred upon 
him by the Public Service Commis- 
sion Law. Accordingly, the general 
counsel conferred upon his assistant the 
duty of representing the public, while 
he himself undertook to defend the 
commission in court and advise it with 
respect to legal matters, and this divi- 
sion of duties received legislative con- 
firmation. 

In that and ensuing years, the office 
of people’s counsel came to attract con- 
siderable attention, and many substan- 
tial rate reductions were attributable in 
part to the activity of the incumbent. 
The people’s counsel worked generally 
in close harmony with the commission, 
and served in a comparable capacity to 
that of state’s attorney in prosecuting 
criminal cases before the courts. He 
was the investigator of facts and the 
advocate of the public interest. Later, 
the office came to be established in In- 
diana and the District of Columbia. A 
proposal to establish it in the state of 
New York as part of the reorganiza- 
tion of the public service commission 
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Office of People’s Counsel 


G6 A advantage that has been claimed for the office of people’s coun- 

sel is that it provides for alert and continuous attention to the 

public interest by an official trying a large volume of litigation in a rela- 

tively narrow field. The public representative comes to be expert in mat- 

ters falling within the purview of his duties. Another desirable feature 

is that the attention of the public is challenged by the drama of vigor- 
ously contested cases.” 





in 1929 and 1930 was unanimously 
made by the commission which investi- 
gated the operation of the regulatory 
laws of that state. Then Governor 
Franklin D. Roosevelt, however, dis- 
approved the idea because he felt it 
would make the commission too judi- 
cial in its method of operation. 


MN advantage that has been claimed 
for the office of people’s counsel 
is that it provides for alert and con- 
tinuous attention to the public interest 
by an official trying a large volume of 
litigation in a relatively narrow field. 
The public representative comes to be 
expert in matters falling within the 
purview of his duties. Another de- 
sirable feature is that the attention of 
the public is challenged by the drama of 
vigorously contested cases, and it be- 
comes conscious of the existence and 
importance to itself of questions in- 
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volving public utilities. If the office is 
held by a conscientious and able lawyer 
versed in the art and mystery of regu- 
lation, and not overly concerned with 
his own political advantage, it may also 
occur that regulatory matters will be 
taken out of the field of politics and 
placed in the domain of expert de- 
termination of technical matters, where 
they more appropriately if not more 
historically belong. 

One objection that has frequently 
been voiced to the establishment of the 
office of people’s counsel in states where 
no such post now exists is that it is 
left to the sole and unfettered judg- 
ment of a public officer to determine 
what the public interest is. In practice, 
however, this problem proves much 
less challenging than it does in theory. 


I" important cases coming before the 
commission, such as those involv- 
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ing the determination of rates, it is 
imple to ascertain the true interest of 
he consuming public. The line of de- 

Barcation between the interests of the 
utility and those of the public is sharply 
iefined. Where, on the other hand, the 
blic interest is divided, as where two 
goups representing different regional 
yeas in the same community interpose 
onflicting and mutually exclusive 
taims to service, the people’s counsel 
xed take no position, but may leave 
he groups affected, with an interest 
kss than that of the entire public, to 
nake their own pleas to the regulatory 
ard, and, if they desire to do so, 
scure their own representation to that 
end. 

The question as to the need for and 
desirability of expert public advocacy 
in utility cases could scarcely be more 
timely than it is at present. The dan- 
ger of the breakdown of state regula- 
tion is, to the mind of the impartial 
student, both real and imminent. Mo- 
tivating causes may be said to be the 
expense which accompanies a pro- 
tracted valuation and rate proceeding, 
the delay which the process inevitably 
involves, and the litigation with its re- 
sultant uncertainty that generally 
tomes as an aftermath. 


: er factors have proved thorns 
in the flesh of regulatory bodies 
for many years, and have never been 
more ably described than was done by 
the late Mr. Justice Brandeis in the 
St. Joseph Stock Yards Company 
Case* His concurring opinion illus- 
trates more clearly than could perhaps 
be done in any other manner the inter- 
minable and costly processes of rate 


#(1936) 298 US 38, 80 L ed 1033, 14 
PUR(NS) 397. 
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making under the rule laid down by the 
Supreme Court in its decision in 
Smyth v. Ames, and has the greater 
force because it is no mere outsider, 
but a member of the court itself, who 
is thus condemning the system and its 
unprofitable results. 

This expense and these delays and 
uncertainties have led the regulatory 
bodies of many states to resort to proc- 
esses of negotiation with the utilities 
subject to their jurisdiction, in an 
effort to secure desired reductions in 
rates more expeditiously and economi- 
cally than could be done by resorting to 
the putative formula theretofore em- 
ployed. The advantages of such re- 
course are, as indicated, the speed and 
relatively small amount of expense by 
which they are attended. The disad- 
vantages are less readily apparent, but 
when analyzed may prove to outweigh 
the claimed benefits. They are, first of 
all, that the negotiations are necessarily 
secret in character and uniformly ‘con- 
ducted behind closed doors. 


HuS, the public is barred from 

proceedings in which it has a vital 
interest, and is unable to inform itself 
as to processes resulting in a conclu- 
sion in which it has a material stake. A 
second objection to the method is that 
it inevitably involves compromise of 
conflicting claims, so that the result 
finally achieved is not actually fair to 
either of the parties involved, and 
represents rather a tribute to bargain- 
ing ability than a reflection of inherent 
equities. Needless to say, the public is 
required to have a great amount of con- 
fidence in its public officials when they 
thus enter into secret negotiations with 
opposing interests and do not disclose 
the basis upon which their determina- 
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is far from perfect.... It may be said, however, to be the best 


q “It will, of course, be readily conceded that state regulation 


and most dependable regulatory method as yet devised. Cer- 
tainly it is preferable to regulation by either the courts or 
legislatures, which showed themselves structurally unfit for 
the task shortly after assuming it.” 


e 


tions are reached. It is not surprising, 
therefore, that ratepayers have fre- 
quently manifested little confidence in 
the results of conclusions so arrived at, 
and that public dissatisfaction has ex- 
pressed itself with the method em- 
ployed to achieve them. 

State utility regulation needs 
strengthening today as it seldom has 
needed it in the past. The Supreme 
Court of the United States has 
frowned on efforts to shorten the regu- 
latory processes by using price index 
figures in lieu of detailed inventory and 
appraisal. 


oem to escape long and costly 
processes of regulation by this 
and similar devices, the -regulatory 
commissions of the states have in many 
cases become relatively inactive and 
quiescent. The entrance of the Fed- 
eral government into the field through 
such agencies as the Securities and Ex- 
change Commission and the Federal 
Power Commission, both of which en- 
joy certain functions closely parallel- 
ing those now exercised by state bodies, 
has not tended to improve the situation 
in this respect. Perhaps as a result, 
little or no advantage has been taken by 
the state commissions of the greatly en- 
hanced earnings of utilities during the 
present war period to effect reductions 
in rates or improvement of service. 
Such a situation is unfortunate, both 
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from the standpoint of the utilitie 
affected and of the public. It will; of 
course, be readily conceded that statg 
regulation is far from perfect. Its 
manifold faults have been made clea 
by litigation carried on over the coursd 
of the last three decades, and have bee 
highlighted by texts and illuminating 
articles in technical and trade journals 
It may be said, however, to be the best 
and most dependable 


preferable to regulation by either the 
courts or legislatures, which showed 
themselves structurally unfit for the 
task shortly after assuming it. 


HERE is strong need at the present 

time for a regeneration of the 
state commissions and for a renewal 
of faith in their processes. This will 
prove impossible unless the commis- 
sions justify the resumption of public 
confidence. Such a consummation 
would be aided by the aggressive and 
informed advocacy of the public in- 
terest in utility cases before these regu- 
latory bodies. Otherwise, it seems in- 
evitable that the participation in utility 
affairs by cities with progressive ad- 
ministrations throughout the country 
will become more and more active. The 
municipalities, after all, are closer to 
the rate-paying consumers of utility 
service than are the state regulatory 
bodies. They are directly chargeable 
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th the interest of their citizens who 
se the services rendered by the utili- 
is. Many of them have adequate 
echnical staffs for dealing with the in- 
dved problems which characterize 
te and related utility problems, if 
ey desire so to employ them. Others 
iss fortunate in that respect can, as 
many cities have in the past, avail 
temselves of the services of experts 
connection with the trial of public 
tility cases involving their interests. 


ucH a result is one that recom- 
mends itself highly in important 
If vigorously and _intelli- 

gently undertaken, it is more depend- 
ble than the representation of the pub- 
lc interest even by an informed and 
apert state official, because there will 
lk no conflict of interest between 
various communities represented by a 
ingle officer, and because the public 
ounsel and experts involved are closer 
o the affairs of their constituent than 
astate officer could possibly be. This 


bespeaks familiarity with the problems 
presenting themselves, with resultant 
confidence on the part of the public 
in the outcome of the litigation. An- 
other advantage that readily suggests 
itself is that continuing interest can be 
taken by the appropriate municipal offi- 
cers in matters with which their local 
communities are concerned. 

It is highly important, however, that 
such interest should be alert and per- 
sistent. It must not falter, as it has un- 
questionably in the past. The support 
given to regulation by the municipali- 
ties must not be inept. To insure such 
attention, it is vital that the public it- 
self in the communities affected take 
as keen and intelligent an interest as 
possible in the public utilities that serve 
them and in the problems that arise 
out of the relationship. State regula- 
tion must be revived if it is to be 
effective. It can be revived only by an 
abiding and informed public concern 
with the nature and vigor of its activi- 
ties. 
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Electrification of Rural Eire 


| gem eiad DE VALERA, if he is ever able to put into opera- 
tion his postwar scheme of rural electrification of Eire, is 
expected in Britain to look to that country for a good deal of the 
necessary equipment. The cost of the project is estimated at 
$120,000,000. It contemplates supplying electricity to every 
farmhouse and rural community in the 26 counties and also 


the harnessing of more rivers. 
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Wire and Wireless 
Communication 


NY worth-while world communica- 
tions system must be founded upon 
five basic principles agreed upon at the 
peace conference when the war ends, 
James Lawrence Fly, chairman of the 
Federal Communications Commission, 
said recently at a dinner given in his hon- 
or by the Washington chapter of the Na- 
tional Lawyers’ Guild. 

These five planks, applicable through- 
out the world, he said, called for a uni- 
form rate for messages anywhere; low 
rates; instantaneous radio communica- 
tions; low and uniform press charges; 
and opportunity for every people to com- 
municate with any others. 

Mentioning present control of com- 
munications as a disadvantage of this 
country, he urged that before we ap- 
proach the peace table “the very least we 
should do is to establish a single Ameri- 
can international carrier.” 

“This nation, and with it the world, 
missed an opportunity at Versailles in 
1919; shall we miss it at the next peace 
conference?” he asked. 

Then he recalled that Woodrow Wil- 
son took to the Versailles conference a 
memorandum in which Walter S. Rog- 
ers, the chief American communications 
adviser, urged world-wide freedom for 
news, and breaking down of barriers, 
chauvinism, or lack of vision. 

“But in the great scramble for power 
these principles were neglected and com- 
munications control went along imperial- 
istic lines,” he went on, adding: 
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Great Britain emerged from the peace con- 
ference with her dominant position in world 
communications reinforced. 

Not only did it have its own world-wide 
cable system, but it also acquired a good deal 
of the German cable system which, prior to 
World War I, gave American interests a 
slight measure of protection through the 
balance achieved by the competition of these 
powers. 

And, since the consent of Great Britain is 
necessary to communicate with the im- 
portant points in its empire, it has been able 
to dictate the terms and conditions upon 
which such communication would take place. 


penne’, examples of the British 
control, he said that in 1931 the 
Radio Corporation of America Con- 
munications, Inc., negotiated for a direct 
radio circuit between the United States 
and Australia, but, despite American and 
Australian approval, this plan was “fore- 
stalled” with the result that Australian- 
American messages had to go by Van- 
couver or Montreal. 

Twelve years later a direct circuit was 
authorized, but for the war only, and 
with a 58-cent rate, as against an Aus- 
tralian-Canadian charge of 30 cents. 

Only last month, Mr. Fly said, the 
FCC succeeded in establishing a radio 
circuit with British Guiana, but here 
again the traffic was limited to the war 
duration and the high rate was continued. 
He continued: 


Moreover we are still unable to secure 
authorization for a direct press circuit 
tween Australia and the United States. _ 

Take the case of American and Canadian 
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reporters assigned with General MacArthur 
in Australia. The Canadian correspondent 
can cable long messages throughout Canada 
at British Empire press rates of less than 
2 cents a word. An American correspond- 
ent must pay 12 to 144 cents a word. 


Even now, he said, it was impossible 
i) obtain direct communications with 
(apetown, or with India, all messages 
icing first “funneled” through London, 
and then retransmitted. 

Expressing sympathy for Britain’s 
problems and needs, Mr. Fly neverthe- 
ss said that Britain as well as other 
countries must codperate in a world-wide 
ystem. “Foreign monopolies,” he said, 
compelled American communication 
arriers to charge artificially high rates 
to stay in business. He suggested that 
the higher operating costs of cables be 
merged with the lower costs of radio to 
produce the lowest feasible rate. 

Although the announced purpose of 
the dinner was to honor Mr. Fly “for 
his fight for free speech and his defense 
of his agency against congressional at- 
tacks,” his speech contained no reference 
to current controversies. 


N attack upon Mr. Fly and the Law- 
yers’ Guild was made in the House 
om November 19th by Representative 
Frank B. Keefe, Republican of Wiscon- 
sin, who asserted that Mr. Fly was being 
honored for the “contempt he has shown 
Congress, congressional committees, and 
the public.” Mr. Keefe said: 


It is unique in the history of America for 
a so-called organization of lawyers to thus 
honor one so contemptuous of the nation’s 
law-making body, but it is thoroughly in 
keeping with the Communistic performances 
of the National Lawyers’ Guild. 


Testimony that the House Naval 
Affairs chairman complained to Presi- 
dent Roosevelt more than a year ago that 
the activities of FCC Chairman Fly re- 
tarded the war effort last month was pre- 
sented to a House subcommittee investi- 
gating the FCC. The investigating com- 
mittee’s lawyer produced a letter written 
to the President on March 7, 1942, by 
Chairman Vinson, Democrat of Georgia, 
of the House Naval Affairs Committee, 
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in which Vinson said Fly “must share in 
the circumstances surrounding Pearl 
Harbor.” Vinson wrote: 

His activities in connection with television 
and frequency modulation seriously delayed 
putting these into service, and in turn de- 
prived the armed services of the technical 
advances which would have accrued from 
these new types of services. 


Vinson complained that for months 
after Pearl Harbor the FCC chairman 
did nothing “to eliminate doubtful citi- 
zens” working for communications com- 
panies and “he refused to turn over fin- 
gerprints to the Federal Bureau of In- 
vestigation except under conditions 
which made the accomplishment of this 
impossible.” 

Vinson objected to including labor 
members on the Defense Communica- 
tions Board committees and declared: 
“Naval secrets are not safe with labor 
members on the committee.” 

The Defense Communications Board 
referred to in Vinson’s letter later be- 
came the War Communications Board. 
It is made up of representatives of the 
Army, Navy, and government agencies 
dealing with communications. The board, 
in turn, has several advisory committees 
working under it. 

In his letter to the President, Vinson 
wrote: 


Now I learn that the Defense Communica- 
tions Board committees are to include labor 
members. These committees, Mr. President, 
handle managerial and technical problems of 
a confidential nature, and there is no excuse 
for labor representation except on the com- 
mittee having to do with hours, labor, and 
working conditions. 

His (Fly’s) principal adviser, from labor, 
is reported to be a Communist. Also, some 
of his staff are under fire for radical tend- 
encies. Naval secrets are not safe with 
labor members on the committees. 


EVILLE MILLER, president of the 
National Association of Broad- 
casters, accused the Federal Communi- 
cations Commission on November 17th 
of invading fields of doubtful authority 
“irrespective of consequences to the ra- 
dio industry.” 
Appealing for legislation that would 
“make manifestly clear not only the func- 
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tions of the commission but the proce- 
dure to be employed by it in the exer- 
cise of those functions,” Miller told the 
Senate Interstate Commerce Committee 
that “regulation should be by Congress 
and not left to the ever-changing whim 
of a government regulatory body.” 

The committee is considering the 
Wheeler-White bill to define the FCC’s 
authority over the industry. 

Reminding the committee that the 
commission was considering whether 
newspapers should be allowed to own 
radio stations, Miller said: 

If it issues a regulation stating that news- 
papers must divest themselves of radio sta- 
tions, a man owning both a newspaper and a 
station must either stand his ground and 
fight or be subject to having his radio license 
revoked, or sell, even though he thinks the 
commission is not correct, or lacks authority 
to make the regulation. 

If he fights, he puts his license on the line. 


Amendment of the Communications 
Act to prevent the Federal Communica- 
tions Commission from exercising cen- 
sorship or control over radio programs 
and from promulgating a rule excluding 
newspapers from ownership of radio 
stations was urged at the November 19th 
hearing before the Senate committee by 
Nathan Lord of Station WAVES in 
Louisville, Kentucky, Don S. Elias, 
director of The Citizen-Times News- 
paper Station WWMC of Asheville, 
North Carolina, and in the concluding 
testimony of J. Leonard Reinsch, man- 
ager of three radio stations owned by 
James M. Cox. 

All three contended that the language 
of the Wheeler-White bill should be 
even more explicit in denying program 
control to the commission in view of the 
Supreme Court’s decision in the chain 
broadcasting case which they quoted as 
giving it not only the right but the duty 
of “determining the composition of the 
traffic.” 

That decision, they said, gave the com- 
mission powers of regulation and con- 
trol which they did not believe Congress 
had intended it to have and which it 
should take steps to limit and define. 

Senator Wheeler said that a question 
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of monopoly was involved. The wit- 
ness reported that “having been granted 
a monopoly the responsibility is on the 
licensee, where it belongs.” 

Mr. Elias, vice president of The Citi- 
zen-Times Company, said that he was 
more independent of the commission 
than many licensees, all of whom, how- 
ever, should have safeguards against 
“expanding” powers permitted the FCC 
under the Supreme Court decision. 

Mr. Elias said that since the revenue 
of stations was dependent on programs, 
any degree of control over business prac- 
tices constituted “a subtle but effective 
control over program policies.” 


* * * 


f es National War Labor Board on 
November 11th denied a petition by 
the New York Telephone Company for 
reconsideration of a board order revising 
the retroactive date for a wage increase, 
Industry members dissented from the 
denial. 

The board, in a supplemental directive 
order issued July 17, 1943, changed the 
retroactive date for pay raises of $2 a 
week for 10,000 employees in the com- 
pany’s New York area plant department 
from September 6, 1942, to June 1, 1942. 
The change was made because of new 
evidence presented by the United Tele- 
phone Organizations, an independent 
union, which showed that the date of 
September 6th penalized the union for 
continuing negotiations with the com- 
pany for several months in a peaceful 
manner. 

Wayne L. Morse, WLB public mem- 
ber, in an opinion setting forth the rea- 
sons for the majority vote of the board, 
said the record showed the union had 
discussed the wage question with the 
company about May 1, 1942, and that 
the negotiations lasted for several 
months. Under normal conditions the 
wage negotiations would have been com- 
pleted by June 1st, Dean Morse said. 

Dean Morse said that the company, in 
its petition for reconsideration, contend- 
ed that the board’s order changing the 
date was apparently influenced by union 
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arguments of which the company had no 
notice and also that the change was based 
on a misunderstanding of the facts. 

“It is clear from the history of this 
case (1) that the company had ample 
notice of the union’s claim concerning a 
requested change in the retroactive date 
of the increase, (2) that it had ample op- 
portunity to reply thereto, and (3) that 
in fact it did so,” Dean morse said. 

He asserted that the company’s coun- 
sel, on July 7, 1943, filed a memorandum 
in opposition to the union’s petition. He 
added that the company was really com- 
plaining about the union sending a letter 
to Dr. Frank P. Graham, WLB public 
member, a copy of which was not sent to 
the company after the board made its de- 
cision. The letter was neither presented 
to, nor considered by, the board when it 
made its decision, Dean Morse said. 

“Nothing in the opinion is to be con- 
sidered as condoning the activities of 
parties in dispute cases of submitting 
papers and documents to the public mem- 
bers without furnishing the opposing 
parties copies,” he added. 


EGARDING the misunderstanding of 
facts alleged by the company, Dean 
Morse said that the board fixed as the ret- 
roactive date the approximate date when 
the parties should have been expected to 
conclude negotiations. Dean Morse said: 


The record of the case discloses that the 
prior agreement between the company and 
the United Telephone Organizations pro- 
vided that the union might reopen the agree- 
ment for wage negotiations at any time after 
March 1, 1942. The union contended it re- 
frained from reopening the wage question 
on that date because of uncertainty over the 
national wage stabilization program. At any 
rate, the wage question was discussed on or 
about May 1, 1943, and formal negotiations 
commenced on May 19, 1943. The confer- 
ence continued for several months but no 
agreement was reached. The dispute was 
certified to the National War Labor Board 
on September 6, 1942. 

It is clear that the board’s decision fixing 
a retroactive date of September 6, 1942, 
penalized the union for continuing negotia- 
tions ina peaceful manner. The board finds 
the conclusion reached by its referee, Mr. 
Harold F, Sylvester, that under normal con- 
ditions the wage negotiations would have 
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been completed by June 1, 1942, was well 
taken and should have been upheld. His 
recommendation that the increase be made 
retroactive to June 1, 1942, was sound and 
fair and reasonable and in accordance with 
the policy the board has in general followed. 


* * * xX 


$3-a-week general wage increase for 
6,000 women employees in the 
traffic department of the Michigan Bell 
Telephone Company, including 2,100 in 
Detroit and 600 in suburban communi- 
ties, was announced last month by the 
regional War Labor Board. 

Among the group are 5,000 telephone 
operators, 750 supervisors, 175 central 
office clerks, 60 service observers, and 
175 dining service employees. 

The raise was a compromise between 
the $2 a week offered by the company 
and the $5-a-week raise demanded by the 
Michigan Telephone Traffic Employees 
Federation, Inc. The company, in agree- 
ing to a $2 raise, declared the employees 
had received five general increases since 
January 1, 1941. 


* * * * 


to Hoosiers will have important 
roles in an international transaction 
whereby the United States government 
takes over the privately owned public 
utilities in Puerto Rico. They are Harry 
V. Wenger, Indianapolis consulting en- 
gineer ; John Wopat, Ft. Wayne consult- 
ing engineer ; and Forest F. Davis, for- 
merly of Greensburg and now assistant 
vice president of the International Tele- 
phone & Telegraph Company, New 
York, as well as vice president of the 
Puerto Rico Telephone Company 
(IT&T subsidiary). 

Governor Rexford Guy Tugwell, of 
Puerto Rico, has advised that the gov- 
ernment will take advantage of provi- 
sions in the franchises for communica- 
tions, light, and power on the island, per- 
mitting Federal purchase at the expira- 
tion of contracts between the island’s 
government and the utilities. These con- 
tracts expire this year and the work of 
appraising the properties and negotiating 
the transfer would be undertaken before 
the end of the year. 
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NARUC Theories Threaten 
“Capital Levy” 


a a department’s analysis of the 
NARUC depreciation report (Oc- 
tober 28th issue, pages 561-3) omitted 
discussion of one proposal in the report 
which is arousing widespread discus- 
sion among utility accountants; namely, 
the retroactive application of straight- 
line depreciation. 

While the report does not definitely 
urge the reconstruction of depreciation 
reserve accounts to reflect straight-line 
accruals for the full life of all property 
units, it is implied that this is the cor- 
rect and desirable procedure, and that 
any other form of accounting is apt to 
prove misleading. On page 91 the report 
stated that the “straight-line method is 
reasonable, equitable, and _ generally 
preferable for accounting, financial, and 
regulatory purposes, although it is recog- 
nized that in some situations the use of 
other methods may be justified.” 

Regarding the retroactive feature, we 
quote as follows from pages 169-170: 

The depreciation reserve shows the re- 
sults to date of the effective depreciation 
factors. It harmonizes depreciation expense 
and actually existing depreciation . . . the 
argument that the reserve, in whole or in 
part, represents provision for future losses 
is unsound economics, finance, and account- 
ing. 

This argument assumes the loss is sus- 
tained primarily at the time of retirement 

Many public utilities do not have ade- 

quate depreciation reserves. For a long time 
they kept their accounts according to the 
retirement reserve principle; hence their re- 
serves are more largely retirement reserves 
than depreciation reserves. Consequently, 
there are cases where equity requires the 
deduction of the book depreciation reserve, 
even though it differs materially from the 
reserve requirements. 
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and 
Comment 


By OWEN ELY 


As indicated in our previous comment 
on the report, the tendency is to follow 
an academic and theoretical line of 
analysis rather than to consider the more 
practical phases of utility accounting, 
The straight-line method spreads the 
loss evenly over the estimated life of the 
property but this assumes that the en- 
terprise is a static one which, of course, 
is true for only a small proportion of 
the utility industry. Constant growth of 
the enterprise must therefore be in- 
cluded as an accounting factor. It is es- 
sential to allow for the basic fact that 
the longer any item of the property re- 
mains in use, the more intensively it is 
likely to be used. Because of the growth 
factor, both the peak load and the total 
kilowatt-hour output are apt to be much 
greater, in relation to any particular unit 
of property, in its later service years. 
Moreover, obsolescence is bound to be 
greater during the later years of the life 
period. These important factors are ig- 
nored by the straight-line method. The 
compound interest and_ sinking-fund 
methods make allowance for them, put- 
ting the larger accruals in the later 
years. 


7. straight-line method also fails 
to take into account the fact that 
the cash obtained from the depreciation 
reserve is (theoretically) reinvested im- 
mediately in the property and this in- 
crement of new property is entitled to 
a fair return. The added investment 1s 
thus “compounded” during the life of 
the property. The straight-line method 
results in heavy overaccruals during the 
earlier years of the property, and under- 
accruals during the later period. 

While space does not permit further 
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discussion of this point, it seems obvious 
that the NARUC report lays too much 
stress on the straight-line method, and 
that the utility commissions and the 
courts should retain an open mind on 
the subject. 

As to the more important implication 
that utility reserves should be increased 
to provide for retroactive straight-line 
accruals, the report does not implement 
its conclusion with any statistical analy- 
sis. The average ratio of reserve to plant 
account amounted to 15.5 per cent in 
1942 and is probably higher at present. 
What is a proper percentage ratio for 
the reserve? 

As noted above, the utility industry is 
a rapidly growing one. Generating ca- 
pacity has been greatly increased in re- 
cent years and this plant value is prac- 
tically new. There will probably be ex- 
cess capacity after the war. Based on 
available balance sheet figures and the 
kilowatt capacity of electric utility com- 
panies, plant investment has about 
tripled in the past two decades. Based 
on the sinking-fund method, deprecia- 
tion would be comparatively light on the 
large proportion of “young” equipment, 
and heavier on the old. But much of the 
old “plant” must consist of land, con- 
duits, and other items which have a very 
long average life. Obviously, it cannot 
be arbitrarily assumed that average re- 
serves are too small, without a careful 
statistical analysis of the entire indus- 
try, which NARUC has not yet at- 
tempted. Moreover, with the ratio of re- 
serve to plant account increasing rapidly 
(it has jumped from 10.8 per cent in 
1937 to 15.6 per cent in 1942) any de- 
ficiency appears likely to be corrected 
within a few years. Plant write-offs, 
stimulated by FPC-SEC policies, will 
tend to accelerate the gain in the ratio. 

Much further work needs to be done 
before NARUC’s broad conclusion can 
be substantiated. There are, no doubt, 
many individual cases where reserves 
are too low; on the other hand, there 
are others (such as the Bell telephone 
system) where reserves may be too high. 
While we do not wish to belittle the con- 
tribution made by NARUC to the 
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theoretical phases of the depreciation 
problem, we feel that the statistical ap- 
proach would yield much more profitable 
and reasonable results. 


OWEVER, it is probably true that if 
the average reserve were recon- 
structed to a straight-line basis, it would 
be too low. It has been estimated that 
on such a basis present reserves might 
have to be doubled. As of December 31, 
1942, Class A and B utilities had depre- 
ciation reserves of $2,306,144,561 com- 
pared with capital and earned surplus of 
$1,060,742,587 and assigned value of 
common stock amounting to $4,351,- 
847,687. Thus, if plant were written 
down to aboriginal cost, and in addition 
the reserves were reconstructed to the 
straight-line basis, it is possible that the 
equity for common stockholders might 
be almost wiped out. This would also af- 
fect the status of bondholders and pre- 
ferred stockholders. The issue is a seri- 
ous one and deserves the constructive at- 
tention of utility executives. 

Such a readjustment would in effect 
be a “capital levy” against present com- 
mon stockholders of utilities. This is 
true because of the changing character 
of the ownership, the continued purchase 
and sale of common stocks, and redis- 
tribution of the equity interest. If jus- 
tice is to be done to those who own the 
enterprise now, in relation to those who 
may have owned it ten or twenty years 
ago, it is dangerous and unfair to apply 
retroactively any basic change in ac- 
counting procedure, since it is impossi- 
ble to change the offsetting factors, such 
as rates and revenues, over the same 
period of time. 

For many years prior to 1938 the gen- 
eral practice was to accrue the reserve 
by the “retirements” method and this 
was generally approved by the regula- 
tory commissions having jurisdiction. 
Thus a retroactive change of this cali- 
ber would be in effect like increasing the 
wages of employees for a period of ten 
or twenty years past, raising the lump 
sum required by a bond issue, and thus 
depriving stockholders of a substantial 
part of surplus and earning power. Com- 
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ton stockholders should not have to 
bear the brunt of such a vital change, in 
addition to the normal risks of the en- 
terprise which they assumed when they 
made their investment. 

Harry C. Hasbrouck, chairman of the 
committee on depreciation accounting of 
the American Gas Association, recently 
commented as follows in a talk before 
the Comptroller’s Institute of America: 


The report is a wholehearted endorse- 
ment of the “straight-line” principle in ac- 
counting for depreciation. It maintains that 
this is the fairest and most practicable way 
of spreading the cost of long-lived physical 
property over its service life. It also insists 
that past experience in the retirement of 
physical property can be so analyzed by 
proper statistical and mathematical methods 
that the future service life of such property 
can be forecast with reasonable certainty... 

To the gas and electric utilities, the great 
majority of which have, with the open tacit 
acquiescence of their local regulatory 
bodies, followed the policy of keeping de- 
preciation charges and reserves to a mini- 
mum, the prospect of facing a new standard 
for depreciation accounting according to 
which their depreciation reserves may be 
found seriously inadequate, their surpluses 
wiped out, and their property values for 
rate making and financing perhaps critically 
impaired, is naturally alarming. The utili- 
ties are not ready to admit that—whatever 
mistakes past management may have made 
in its estimate of the part which deprecia- 
tion charges should have played in deter- 
mining current costs—the correction of such 
mistakes should be wholly at the expense 
of the investor. Gas and electric utility 
management, generally speaking, might ac- 
cept without too great reluctance new de- 
preciation standards establishing higher 
charges and higher reserve requirements. 
Most of the two industries feel, however, 
that, if they are to adjust themselves to such 
new standards, the process should be a 
gradual one, with a substantial part of the 
cost absorbed through increased costs of 
service to future customers. 


HIS NARUC idea is not merely a 

future possibility—it is already at 
work. The public service commission of 
New York state is attempting to apply 
straight-line depreciation to a revision 
of the accounts of Niagara Hudson 
Power, which is before it with a com- 
prehensive merger-recapitalization plan. 
George E. Goldthwaite, a former busi- 
ness associate of Commission Chairman 
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Maltbie, appeared as an expert before 
the commission. Four of the companies 
in the Niagara system (Buffalo & Niag. 
ara_ Electric Corporation, Niagara, 
Lockport & Ontario Power Company, 
Central New York Power Corporation, 
and New York Power & Light Corpora. 
tion) at the end of last year had a sur. 
plus of $25,031,000. Mr. Goldthwaite, 
applying his theory as to the require. 
ments of straight-line depreciation, sug- 
gests an increase of about $65,000,000 
in depreciation reserve. Randall J. Le. 
Boeuf, Jr., counsel for Niagara Hudson, 
asked the commission to strike the Gold- 
thwaite testimony from the records, but 
this was refused. Obviously, the appli- 
cation of his theories would completely 
disrupt the balance sheet position of the 
huge Niagara system and force a sub- 
stantial scale-down in its capital struc- 
ture. 


¥ 


Postwar Utility Financing 


_ report of the public service 
securities committee, at the IBA an- 
nual meeting November 4th, covered 
prospective postwar financing require- 
ments of the utilities, which were classi- 
fied as follows: 


1. Financing required because of 
SEC regulations or orders under the 
various sections of the Holding Com- 
pany Act. The amount of such financ- 
ing and how rapidly it is completed 
depend somewhat on the ability of the 
SEC to work through the various 
cases; also as to whether the so-called 
Boren bill, which calls for a mora 
torium on the “death sentence,” will 
be enacted. 

2. Refunding of bond and note 
maturities. These may be taken care 
of either by payment, refunding, or 
extension, or in some cases by reor- 
ganization. 

3. Refunding through redemption 
to take advantage of present low i 
terest rates. Continued low interest 
rates coupled with decreased taxés 
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may cause a further acceleration of 
this type of financing, or a rise in in- 
terest rates would probably stop this 
refunding to a large extent, if not 
completely. 

4, Financing for additional plant 
construction. This is determined by 
the volume of new construction which 
in turn is controlled by various eco- 
nomic factors. 


Estimates for the several kinds of fi- 
nancing (over the next five to seven 
years, under favorable conditions) were 
as follows: 

1. From SEC reorganizations $2,500,000,000 

2. Refunding of maturities. . 713,000,000 


3. To reduce interest rates.. 4,582,000,000 
4. For major additions to 


4,000,000,000 
$11,795,000,000 


Utility companies have, for the most 
part, been able to increase their cash as- 
sets, and the committee felt that routine 
construction and replacements could 
probably be taken care of through the 
use of such cash, plus depreciation and 
amortization accruals. 

Apparently the committee expects 
about $2,000,000,000 financing annually, 
of which two-thirds would be for re- 
funding or transfer of ownership and 
one-third “new money” financing. This 
would be a considerable improvement 
over recent years and a substantial gain 
in new money financing. In only one 
year since 1930 has total utility financ- 
ing exceeded $2,000,000,000 and new 
capital financing has not equaled the 
$667,000,000 forecast by the committee 
in any year since 1931. 


* 


Federal Taxes 


Hee H. Younc of Bear, Stearns 
& Co. points out that, in the study 
of excess profits taxes in this depart- 
ment (October 14th issue, pages 494-6), 
the estimated effects on earnings of a 


proposed increase in the normal-plus. 
surtax rate from 40 to 50 per cent was 
erroneous, because it neglected to take 
into account the fact that the rise would 
be in the surtax only and that the amount 
of preferred dividends paid is exempt 
from the surtax. 

However, these estimates are, at the 
moment, merely of academic interest, 
since the House committee has instead 
resorted to two other methods of in- 
creasing utility taxes: (1) raising the 
excess profits tax rate from 90 to 95 per 
cent, and (2) lowering by about 15-20 
per cent the exempted taxable income 
(by decreasing the permitted rates of 
return). 

Without resorting to intricate calcu- 
lations, this would appear to in- 
crease the amount of excess profits taxes 
by approximately 24 per cent, but since 
the additional income subjected to this 
tax becomes exempt from the normal 
tax, the net result would appear to be 
an increase of about 15 per cent. Utili- 
ties which do not pay any excess profits 
taxes are, of course, not affected. Con- 
verted to dollars, the tax increase for 
utilities might be estimated at somewhere 
in the neighborhood of $20,000,000 or 
about 6 per cent of the total Federal tax 
bill in 1942. 

President Emil Schram of the New 
York Stock Exchange (former RFC 
chief) has termed the proposal to re- 
duce the allowance on invested capital 
“an attack on business success.” “The 
public utility companies,” said Mr. 
Schram, “already seriously damaged by 
high income and excess profits tax rates, 
are further hurt by these proposals. A 
survey of 28 operating companies, 
accounting for about 55 per cent 
of the gross revenues of the industry, 
shows that net income after taxes m 
1942 was 15.6 per cent lower than in 
1939. 

Not all these companies used the 
invested capital base, but the general ef- 
fect of the proposed adjustment on those 
which do is to reduce earnings by a fur- 
ther 15 to 18 per cent.” 
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A What Others Think 


Some High Lights of the AGA 
Convention 


résuME of a few of the important 
A addresses delivered at the twenty- 
fifth annual convention of the American 
Gas Association in St. Louis recently 
reveals that the gas industry is looking 
to the future with optimism and that it 
intends to take advantage of every op- 
portunity to increase its business in the 
postwar period. Plans are being made 
for more intensive advertising cam- 
paigns to extol the values of gas as a fuel 
in competition with electricity, oil, and 
coal. The industry is enthusiastic about 
the prospects for a tremendous economic 
expansion soon after the war ends and 
is prepared to offer stiff competition to 
the other fuels. It recognizes also its re- 
sponsibilities in aiding postwar develop- 
ment. 
One of the interesting reports, more 
or less summarizing the postwar endeav- 


mor, was presented by C. V. Sorenson, of 


the Public Service Company of North- 
ern Indiana and chairman of the subcom- 
mittee. Mr. Sorenson pointed out that 
while “business conditions” will greatly 
influence the level of the gas business 
after the war, the gas industry has a 
responsibility for helping to sustain 
“business” at a necessary level after the 
war. This is because of the need for em- 
ployment of labor and payment of wages 
to provide purchasing power for goods 
produced, thus permitting the produc- 
ton of more goods requiring labor. 
Mr. Sorenson went into some detail 
regarding the anticipated size of the labor 
force after the war, the relief expendi- 
tures which will be necessary to care for 
the unemployed, and the over-all, tre- 
mendous size of the Federal debt. He 
pointed to the difficulties facing many 
industries on the matter of reconversion, 


bility of the gas industry to aid business 
in solving this problem. He went on: 


Postwar markets can be estimated in to- 
tal through information about savings, em- 
ployment, income, etc., but it must be remem- 
bered that the resulting purchasing power 
can apply to many things other than gas 
service and gas appliances. 

Our markets include not only domestic 
arene but commercial and industrial as 
well. 

The industrial market will fall in two 
groups: first, present uses for gas which will 
rise or fall with the general industrial level, 
and, second, new industrial applications 
being perfected either as a result of war- 
time experience and demands, or of indus- 
trial research. 

This load will be evaluated by the in- 
dividual company based on its ability to meet 
physical demands and furnish gas at neces- 
sary competitive prices. 

From a national standpoint, new applica- 
tions of industrial gas have made it pos- 
sible to increase its use in the past decade at 
a faster rate than the increase in the general 
business level. Assuming further new appli- 
cations, it is reasonable to assume that a 
full production economy in the postwar pe- 
riod will mean an industrial gas load in ex- 
cess of 50 per cent greater than 1940. 

The commercial load will tend to follow 
the trend of general business, but there are 
at least two outside factors to be considered. 
One is the market for-commercial refrig- 
eration and air conditioning which can mean 
a large increase in our market, and the 
other is the advances made by competitive 
services which can make serious inroads in 
this class of business. 

The residential market is the largest and 
oldest and yet needs more attention now than 
ever before. Appliances are wearing out and 
becoming obsolete and at present nothing can 
be done about replacing them. They are in- 
terpreting the value of gas service to cus- 
tomers who are being bombarded with vague 
and intriguing references to a postwar way 
of living bordering on the ethereal. 


R. SORENSON said that the imme- 
diate postwar home appliance 


peace-time production, the problem of must closely resemble the 1942 model, 
redeveloping markets, and the responsi- and declared that it is the old equipment, 
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ten or twenty years of age and often- 
times older, that presents a serious prob- 
lem. He added: 


Our immediate task will be replacing ob- 
solete appliances as rapidly as possible after 
the war. If the combined effect of obsoles- 
cence and depreciation requires replacing a 
major household appliance in ten years, then 
the ground lost during the depression, when 
sales lagged, plus the deficit piling up now 
when no equipment is being sold, means that 
at least half of all major gas appliances in 
use should be replaced as rapidly as possible. 
This means that to protect the residential 
load we now have, the replacement market 
alone, for appliances, will for several years 
exceed our total equipment market in pre- 
war years. 

To this should be added the increased 
market for gas that will result from re- 
placing side-arm water heaters with the fully 
automatic storage type, from doubling the 
present saturation of gas refrigerators, and 
taking advantage of the tremendous increase 
in public desire for dependable automatic 
gas home-heating service. 

Thus disregarding new family formations, 
we are thinking of a market for 8,000,000 or 
9,000,000 gas ranges, possibly 5,000,000 auto- 
matic gas water heaters, and at least 2,000,- 
000 gas refrigerators. And all this will be 
necessary just to “catch up.” In addition, if 
we accept the 10-year life theory, 10 per cent 
of the appliances in use will have to be sold 
each year just to stay even. 

Contemplation of these figures gives an 
idea of the task that will face the indus- 
try to protect the market it now has; but, at 
the same time, we should think of the con- 
tribution such an accomplishment may be 
toward the general support of the business 
cycle previously referred to. 


The speaker graphically described to 
the convention delegates the need for an 
energetic campaign to preserve its pres- 
ent domestic consumer following, as well 
as develop new markets in this field, He 
said that indications are that 1,000,000 
new homes will be constructed each year 
for at least ten years, adding that to the 
extent new homes accommodate new 
families, they will present a new mar- 
ket. But those homes which replace old 
structures or are built by families whose 
status has improved present an actual 
loss in business previously served if the 
industry fails to get the load in the new 
homes. Commenting on customer pref- 
erences, Mr. Sorenson said: 


... The gas industry through its postwar 
DEC. 9, 1943 


planning committee is codperating with the 
AGAEM in the preparation of a sury 
which will, when completed, reveal the nee 


previously been attempted. You will hes 

more about this from other committees, but 
our studies have indicated that such an effort 
can be made highly beneficial to the industry 
and we would urge prompt and careful codp 

eration by all gas companies. 


IX a summary of a report on gas an 
electricity in the homes of tomorrow, 
R. E. Ginna, Rochester Gas & Electric 
Corporation, made these observations: 


The subcommittee’s conclusion is tha 
studies, reports, speeches, etc., are doubtles 
valuable but there are known things to b 
done. Briefly, they are as follows: 

(1) Develop appliances and methods of in. 
stallation and use. 

(2) Develop economic and reliable ap- 
paratus and methods for production and dis- 
tribution. 

(3 Study markets and costs of service. 

4) Nationally advertise gas. 

(5) Prepare to sell. a 
Some of these—namely, No. 1, No. 2,2 
No. 4—can and must be done on a national 
basis. In this, the various committees and 
staff of the American Gas Association can 
render great assistance and have already done 
so, as evidenced by the reports made at this 
association meeting. The other two items, 
No. 3 and No. 5, are of individual company 

concern and responsibility. 


Mr. Ginna declared that gas and elec- 
tric services are complementary to one 
another in the home of tomorrow, each 
having its legitimate field and both hav- 
ing more in common than they have in 
separating them. It is more wholesome 
for service industries, he said, whether 
governmentally or privately financed, 
to present a united front in serving the 
public than to be at one another’s throats. 
He added: 

It is interesting and confessional to repeat 
what Herman Russell said so pointedly in 
January, 1937: “We must educate, we must 
develop, and we must sell.” ‘ 

This advice is still sound and will stand re- 
petition in future meetings of the American 
gas industry. It is comforting to acknowledge 
that we have come a long way during these 
past six years, but much remains to be done 
if the industry is to survive the certainties 
and uncertainties of the postwar world. An 
finally, to paraphrase a popular slogan: 
“Let's all praise gas, and pass the ammum- 
tion. 
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The speaker said that as of December, 
1942, in the United States the electric in- 
dustry had over 50 per cent more cus- 
tomers than gas had, the difference being 
nearly 10,000,000 meters. He pointed 
wt that although the electric industry 
reaches out into suburban and rural areas 
where the gas industry cannot economi- 
ally serve, nevertheless this difference 
in number of existing customers gives 
the electric industry an advantage in the 
postwar markets. This fact alone should 
mpel every gas company in the country, 
he said, to support and encourage the na- 
tional advertising program of the gas in- 
dustry. The gas industry has one advan- 
tage in that figures show that customer 
wst differential in favor of gas over elec- 
tricity for cooking is about $1 a month, 


RANK C. SMITH, president of the 

Houston Natural Gas Corporation, 
appealed to the industry to step up its 
advertising expenditures, pointing out 
that the gas industry expends half a mil- 
lon dollars a year, or one-eighth the 
amount spent by the electric industry for 
advertising. He said: 


If the huge investment of the gas indus- 
try is to be protected and competitive in- 
toads blocked, we must continue to promote 
public acceptance of gas through advertis- 
ing. When we build prestige for the indus- 
try in the eyes of the public, we also give 
renewed encouragement to gas men and 
dealers in every community, large or small. 
_ Every forward-looking industry today has 
its eye upon the postwar market. The gas 
industry, with its active and strongly financed 
competition, cannot afford to fall behind the 
procession. Postwar competition from elec- 
tricity will certainly be more serious than 
anything encountered during the last decade. 
Nor can companies selling both gas and elec- 
tricity view the situation without concern. 
With government ownership in the electric 
field a greater threat than in gas, the main- 
tenance of the value of the gas investment 
through informative advertising assumes in- 
creasing importance. 

I have lost patience with some of the pic- 
tures painted of the fantastic, futuristic 
world of tomorrow. In fact, I consider ad- 
vertising and publicity ill-advised that care- 
lessly picture wild and weird dream-world 
products without factual foundation. I can- 
not believe that the average person will 
take too much stock in such promotion. 


Turning to a discussion of who will 
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do the selling of the new appliances to be 
developed in the postwar period, Mr. 
Smith said: 


I doubt that there will ever be a better or 
more appropriate time than this for gas util- 
ity companies to wipe their slates clean and 
start from scratch with respect to their mer- 
chandising methods. Surely no better oppor- 
tunity was ever offered individual organiza- 
tions to review and analyze their past poli- 
cies, plans, and programs. It is hardly pos- 
sible that they will discover no phase of their 
activity which would be better for being re- 
vised or supplemented or perhaps discarded 
altogether and replaced by another method. 

Information has been sought by a post- 
war planning subcommittee of the American 
Gas Association as to the nature of the load- 
building and merchandising activities with 
which gas utilities will concern themselves 
following the war. In response to a ques- 
tionnaire circulated by the subcommittee, 164 
companies had reported by September 30, 
1943, of which 140 have practiced a mer- 
chandising policy of selling gas appliances 
to the public for their own account. 
these, 17 reported as being undecided con- 
cerning their postwar plans, one expects to 
drop its merchandising program entirely, 13 
are planning other variations of their pre- 
war activities, one has a new plan—undis- 
closed—and 108 out of the 140 contemplate 
no change whatever. Of the 24 companies re- 
porting who do not sell gas appliances to 
the public for their own account, 4 of these 
are planning to reénter the merchandising 
field after the war, 2 are undecided as to 
whether they shall or not, and 18 expect to 
continue their nonmerchandising policies. 
The number of companies reporting, tofal- 
ing 164, is fully representative, as the report- 
ing companies represent 824 per cent of the 
total meters in the United States. 


Any merchandising program and 
merchandising policy that is not continu- 
ally being tested and tried in the light 
of new and changing developments is not 
having a fair chance to do its best for 
the stockholder and security owner, in 
whose interest it is to be used, he ex- 
plained, adding: 

It is apparent that the answer to the prob- 
lem of “Who Will Sell What?” will of 
immense interest and value to the manufac- 
turer in planning for postwar. If he is able 
to count on the gas utility to assume some 
responsibilities in the direction of gas ap- 
pliance merchandising, his problem is con- 
siderably simplified and he may move for- 
ward more aggressively and confidently. If 
some sort of unanimity could be reached 
among gas utilities as to their dealer rela- 
tions and confidence established in the oft- 
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asserted desire to codperate, a good deal of 
price chiseling, excess trade-in allowances, 
and other undesirable selling practices could 
be avoided. Regardless of the benefits of 
“dealer-codrdinating” plans which involve 
competitive selling by the utility itself— 
whatever those benefits may be—every mer- 
chandising utility, just as every nonmerchan- 
dising utility, ought to see to it that every fa- 
cility it can lend to the dealer is lent; that 
his agency for approved appliances is put be- 
fore and kept before the public; that equi- 
table service arrangements are provided ; and 
that his instalment sales terms are as attrac- 
tive and advantageous as the utility’s own 
(for instalment selling is not gone forever). 
For, if these things are not accomplished 
in one way or another, that dealer will not 
be a serviceable member of the family which 
sells appliances through which our gas is 
burned and load put on our lines—which is, 
as I understand it, what we are trying to ac- 
complish. Or have some of us fallen com- 
pletely in love with the idea of selling all or 
most of the gas appliances ourselves? It 
seems to me that our postwar committees 
should continue their study in this direction 
and earnestly attempt to solve these mer- 
chandising problems which, unanswered and 
uncontrolled in the past, have cost us good- 
will, prestige, money, and good business. 
When victory comes, it will be too late to 
jump into this job and proceed on a helter- 
skelter basis. Now is the time to make our 
plans and put our organization on paper, at 
least. At this stage of the game we can care- 
fully analyze possibilities, set down working 
policies, lay out operating plans, and bring 
them up for review, piece by piece, calmly, 
sensibly, and unhurriedly. Only in so doing 
will we be prepared for an efficient, effective 
conversion to peace-time economy. 


RANK H. ApAms, chairman of the 

AGAEM Postwar Planning Com- 
mittee and vice president and general 
manager of Surface Combustion, Toledo, 
Ohio, addressed the delegates on the sub- 
ject of “The Fear of Peace.” Millions 
of people fear peace, he declared, add- 


ing: 

. .. Men and women in our armed forces 
anxious as they are to finish the war and 
live in peace, fear it; millions employed in 
various government bureaus and war pro- 
duction plants fear peace; small business, 
big business, government, politicians, captains 
of industry, are concerned about the prob- 
lems of peace, because we can not now see 
the formula of a practical, durable peace. It 
is up to us as a part of business management 
to face the problems of peace and help 
eliminate these fears. 


While recognizing on the one hand 
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that there is a hatred for war and a de 
sire for peace, Mr. Smith said that on the 
other hand there is anxiety over the prob- 
lems of peace, the problems of re 
adjustment, the conditions under which 
we may be required to do business 
after the war. This confusion, he 
suggested, is likely to checkmate defi- 
nite practical action in the periods of 
decision. For example, industry, of 
which the utility and the manufacturers 
of gas appliances and equipment are a 
part, looks with anxiety on the restric- 
tions placed on its economic liberties; the 
siphoning off of not only war-time prof- 
its but capital reserves considered essen- 
tial to reconversion, maximum _peace- 
time production, and employment; the 
possibility of inflation and its disastrous 
results; the menace of a $200,000,000,- 
000 national debt; the tentacles of bu- 
reaucracy and their possible continu- 
ation to control our postwar economic 
environment. 

Specifically, he continued, we view 
with concern the possibility of govern- 
ment ownership forcing down the rates 
to an unprofitable level, more and bigger 
TVA’s, the elimination of merchandise 
profits, and the expedient and politically 
wise advantage which may be given to 
competitive fuels, the withholding of ma- 
terials, and the unnecessary continuation 
of gas limitations. He said it is not too 
early for gas industry management to re- 
quest from government a declaration of 
policy on these matters, so that in mak- 
ing our plans for increased employment 
when peace is won, we will not have 
these questions to confound us and make 
our planning a mere matter of motion— 
arriving nowhere. He continued: 


Nearly everyone is planning—business is, 
government is—yes, even the individual is 
planning. But the failure to. complete and 
present to our people, be they present or 
future employees or constituents of gov- 
ernment, specific blueprints of action for the 
transitory periods unquestionably creates 
doubt and uncertainty of the future 
And the uncertainty of the future pol- 
icy and action of government, of markets 
to absorb the vast productive capacity by 
which we have created full employment an 
high levels of income are inhibiting factors 
in the completion of definite action plans. 
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t There may be other retarding factors which 
oymen we should recognize and take steps to elimi- 
t havel™ nate, such as: 


d make (a) Complacency—the feeling that mar- 
ytion— kets will be automatic, that demand 
will far exceed supply until we are 
well into the final postwar period. 
iness is, There will be no automatic market for 
idual is gas equipment. We have no monop- 
lete and oly on the market. We must create a 
esent oF demand for our goods and services. 
of Ltt (b) Waiting for government initiative. 
for on Total war necessitates a dependence 
Pa upon government control and direc- 
u ot tion. Looking to Washington becomes 
sel as a habit. Unless this habit of depend- 


: ence is broken our initiative and free- 
acity Y dom of action become paralyzed. We 

may slide out of war production into 
civilian production just as we slide 
out of civilian into war production, 
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but we should bear in mind that the 
slide was greased with government 
funds, government pressure, and the 
necessity of national survival. The 
return will be sanded with all the 
maladjustments of peace. Private en- 
terprise must supply the pressure and 
initiative. 

(c) The apprehension of an uncharted 
course—the magnitude of the job. 
There is no precedent to follow—no 
experience on which to draw for 
guidance. In the words of Herbert 
Hoover, “We need to think out eco- 
nomic reconstruction. We must think 
out the recovery of freedom, and that 
preparedness can come only from or- 
ganized objective research and public 
debate. It must come from many 
sources and many places and not from 
government alone.” 

(d) Confusion—caused by great social 


DEC. 9, 1943 





PUBLIC UTILITIES FORTNIGHTLY 


and economic changes; by the discon- 
tinuance of our normal business activi- 
ties; by our inability to sift from the 
volumes of materials and ideas avail- 
able those applicable to our own par- 
ticular problem; the inability to find a 
starting point—to prepare a frame- 
work of what to do and when to do it. 
We must look through our bifocals 
and bring the long-range and short- 
range problems into focus. 


Ih the face of the discouraging picture, 
Mr. Smith said the gas industry’s re- 
sponsibility to free enterprise is in doing 
everything within its power to bring 
about a smooth, quick changeover with 
as little interruption as possible in our 
economic program. He suggested there 
are three essential and important things 
to be done immediately: (1) Set up a 
tentative timetable for the end of the 
war; (2) start the job of customer con- 
ditioning ; (3) complete as soon as pos- 
sible your sales plans for the post-Hitler, 
pre-“V” day. The tentative timetable, 
he suggested, might start with defeat of 
Germany sometime in 1944, with Japan 
to follow not less than one year nor more 
than two years afterward. 

Mr. Smith suggested that the “get set” 
period be fixed as of the present time. 
The go-ahead period would start with the 
defeat of Germany, and the acceleration 
period would begin with the defeat of 
Japan. This would be followed by the 
true peace-time period, when peace-time 
selling conditions can be accurately de- 
termined, definite long-range policies 
adopted, permanent, hard-hitting sales 
organizations operated, outstanding 
equipment changes realized, and new 
sales records established. 

Marcus L. Sperry, president of the 
Washington Gas Light Company, Wash- 
ington, D. C., discussed “Gas Industry 
Research—Today and Tomorrow.” He 
said in part: 

In the fields of production and distribu- 
tion, our research engineers are continuing 
their earlier work on the removal of or- 
ganic sulphur compounds from gas; and 
microbiological anerobic corrosion, as it af- 
fects pipe protection, is being investigated. 
Mixed gas research, particularly as applied 
to high stu mixtures, is being further 
studied. Methods of controlling and gauging 
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combination oil and gas wells to prevent ex. 
tensive gas waste are under investigation, a5 
well as studies of the formation and effect 
of hydrocarbon hydrates, particularly a 
they affect the freezing of natural gas lines, 
All of these projects involve matters which 
are fundamental to our business, being di. 
rected toward the solution of problems of 
long standing. 

It is in the field of gas utilization that 
we come directly into intensive competition 
for the customers’ dollar by other fuels and 
sources of energy. This competition was be- 
coming of large importance before this era 
of necessary War Production Board limi- 
tation orders. When such orders are no 
longer in effect, the old competitive prob- 
lems of past years will then seem to us as 
child’s play. Therefore, without minimizing 
the necessity and importance of other re 
search investigations, it does appear sound 
to place all emphasis possible, in our re- 
search, on greatly advancing and improving 
our methods of gas utilization. .. . 

The utilization of heat energy in the in- 
dustrial and commercial field involves many 
separate and distinct uses of gas which dif- 
fer from each other in the task to be per- 
formed, equipment used, and in processes ap- 
plied. No matter whether market trends are 
unfavorable, or the reverse, organized re- 
search enables us to develop answers which 
permit us to improve the marketability of 
our product. 

The research sponsored by our associa- 
tion has been an important factor in the 
development and improvement of gas air- 
conditioning equipment in the comfort field. 
The manufacturers of such equipment, and 
those in charge of research investigation in 
this field, are working closely together and 
thus have traveled through the long, har 
initial period of exploration and investigation 
with such success that when normal manv- 
facturing and selling may be again under- 
taken, our industry has every expectation of 
successfully serving a large number of cus- 
tomers with summer air conditioning. _ 

With respect to the research work being 
done in the domestic cooking field, in which 
we are all so much interested, it includes 
oven heat distribution to secure more pef- 
fect baking and economy of operation; the 
investigation of oven heat losses by conduc- 
tion and radiation; both through the flues 
and around doors; seration; adequacy of 
controls, etc. Research on broilers includes 
studies of changing input rates; effect of 
various types of flames; studies of the effect 
of temperatures on broiling, all to secure the 
perfect broiling device. Preheating time has 
been studied and ways for improvement de- 
veloped. The subject of smokeless broiling, 
seration, and ventilation have all been studied 
and are, likewise, receiving careful atter- 
cit: epoca 

In the gas water heater field the over-all 
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eficiency is directly affected by heat losses. 
This subject has and is being studied from 
the angle of losses through external surfaces 
and piping, and stand-by losses through 
flues. New technical data on combustion 
chambers and flueways of gas storage water 
heaters, of real value to designers, are now 
in possession of all manufacturers as the 
result of this research project. Valuable data 
on the effect of cold water inlet temperature 
on the combustion and operation of water 
heaters have just been published,-and im- 
portant studies on maximum hot-water de- 
livery have been completed. 


Mr. Sperry said that research to date 
in the domestic gas field deals with en- 
deavors, step by step, to improve the 
functioning of appliances which have 
been used until now. The industry must 
be careful in this slow, patient effort to 
improve the so-called conventional ap- 
plications, that the applications them- 
selves do not become obsolete, thus ren- 
dering the improvements behind the 
times and, therefore, obsolete as well, he 
observed. Concluding, Mr. Sperry said: 


Let us eliminate all flag waving regard- 
ing research and think in terms of doing all 
that is necessary, and doing it intelligently, 
to find the hidden treasures to enable us to 
revise presently accepted data and conclu- 
sions and even disregard the old as newly 
discovered facts so warrant. 

We trust you have confidence that the re- 
search now being planned and carried on 
by the AGA laboratories and other agencies 
where advisable, under the direction of your 
association’s committees, is a forceful and 
intelligent move to solve our problems. 

With a united and codrdinated industry— 
manufacturers and utilities — building its 
future on a sound foundation of research 
and progressive management, we can look 
forward to the progress of our business with 
courage and confidence. 


H. Por, former director of the 

e natural gas and natural gasoline 

division, Petroleum Administration for 

War, paid glowing tribute to the con- 

tributions of the gas industry to chemical 
warfare. He continued: 


It is my opinion that no industry in this 
country is better equipped to make a bid 
for tomorrow’s probabilities than today’s 
manufactured gas industry. Now, in periods 
of off-peak loads, many water-gas sets, to- 
gether with their related utilities, stand idle. 
They are, then, available for the production 
of liquid hydrocarbon fractions to be used 
directly for gas enrichment, and are thereby 


capable of offsetting increasing production 
costs brought about by increased costs of 
natural gas, heavy oil, and gas oil. In addi- 
tion, during certain months of the year 
stand-by sets could produce water gas for 
the production of liquid hydrocarbon frac- 
tions, which could then be processed into 
the various grades of fuels by existing re- 
finery installations or stored for future 
use. This stand-by equipment could also be 
used to produce methanol which, when con- 
verted into formaldehyde, would make avail- 
able large quantities of this chemical, of 
prime importance to the plastic industry. 
Many other recently developed processes 
could be incorporated into the modern gas 
plant, not only to produce chemicals, but 
also to increase operational efficiency. Addi- 
tional equipment would require an appre- 
ciable capital outlay, but in the rendering 
of a greater service to the American people 
there would be financial reimbursement com- 
mensurate with that investment. 


Ralph K. Davies, deputy administra- 
tor of the Petroleum Administration for 
War, Washington, D. C., also paid 
tribute to natural gas as a fighting ally, 
noting its value in canning and dehy- 
drating, in chemistry, and in other vital 
uses: 


We have traveled a long way since these 
early days of the oil industry when natural 
gas had only a nuisance value and was al- 
most universally flared—a very long way 
and your industry is entitled to great credit 
for this progress. The greatest factor today 
in natural gas conservation is unquestion- 
ably the far-flung network of nearly 100,- 
000 miles of gathering and transmission lines 
and its connections to thousands of fields. 
Starting from a condition where nearly all 
natural. gas was wasted; the proportion of 
the gas produced which has been put into 
lines through the years—by your efforts—has 
gradually increased. This year over three 
trillion cubic feet of natural gas will be put 
into pipe lines. This is so large a figure that 
it is difficult to grasp, but on a heating-unit 
basis of 6,000 cubic feet of gas to a barrel of 
oil this volume is equivalent to approxi- 
mately 500,000,000 barrels of oil—a stagger- 
ing figure still. 

But there remains much more to be done. 
Vast opportunity for further saving exists 
and your association can render no greater 
service to the nation than through continu- 
ing your splendid efforts in this direction. 
I realize that the solution of this problem 
does not rest alone upon the natural gas in- 
dustry. The oil industry, the state regulatory 
bodies, the national government, and the 
public all have a share in the responsibility. 


—C. A. E. 
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The Financial Record of the Electric 
Utility Industry, 1937-1942 


HE reports entitled “Statistics of 

Electric Utilities in the United 
States,” published annually by the Fed- 
eral Power Commission, present detailed 
financial and operating information on 
all large privately owned electric utilities 
in the United States. These may be gener- 
ally defined as those having electric reve- 
nues in excess of $250,000 a year. 

The total reported assets of the utilities 
included in the 1942 volume aggregated 
$18,009,963,065 as of the end of that 
year. On this basis, the utilities repre- 
sented comprise in excess of 95 per cent 
of the entire privately owned electric 
utility industry in the United States. 

The report contains composite annual 
statements which show clearly the finan- 
cial trends in the electric utility industry 
during the period from 1937, the first 
year for which uniform annual reports 
were available under the Federal Power 
Act, to 1942, inclusive. Figures cited 
throughout this summary are representa- 
tive of the utility industry as a whole. 
There are slight differences in the cover- 
age from year to year as a result of merg- 
ers, purchases, and sales of various 
properties. 

The commission’s uniform system of 
accounts was adopted on June 16, 1936, 
and became effective on January 1, 1937. 
Substantially the same system was adopt- 
ed by the National Association of Rail- 
road and Utilities Commissioners in No- 
vember, 1936, and made effective by the 
great majority of state commissions soon 
thereafter. 

Thus practically all of the electric 
utility companies in the United States, 
whether their operations are interstate 
or intrastate, keep their books on essen- 
tially the same accounting basis and make 
uniform reports of their finances and 
operations. It is thus possible for the first 
time to review the trends and develop- 
ments of the electric utility industry as a 
whole covering the period from 1937 to 
1942, inclusive, during which these uni- 
form systems have been made effective. 
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Five-year Review Shows Industry 
Strengthened 


hein 5-year review reveals a notable 
strengthening of the electric indus- 
try, providing greater protection for in- 
vestors in utility securities and greater 
ability to provide consumers with in- 
creased service at lower costs. The record 
shows that 


1. Generating capacity has increased 
17 per cent and electric sales 52 ‘per 
cent, with an increase of only 7 per cent 
in gross plant investment. 

2. More than $200,000,000 of infla- 
tion was eliminated from the utility 
plant accounts. 

3. Depreciation reserves have been 
built up by more than 50 per cent. 

4. In spite of increased operating ex- 
penses and taxes, net earnings avail- 
able for investors have been steadily 
maintained. 

5. Outstanding indebtedness has de- 
creased and_ the ratio of long-term 
debt to gross investment in utility 
plant has fallen from 50 to approxi- 
mately 45 per cent. 

6. Interest charges which were cov- 
ered 2.97 times in 1937 were covered 
3.22 times in 1942, 

7. Earned surplus has been substan- 
tially increased. 

8. Average yield on all grades of 
electric utility bonds fell from 4.03 per 
cent in 1937 to 3.07 in 1942. 

9. More than $200,000,000 rep- 
resenting accruals for depreciation 
and amortization, together with the 
balance of earnings after payment of 
dividends, was in effect retained in 
the industry during the period. 

10. As a consequence, for the in- 
dustry as a whole, facilites were great- 
ly expanded without necessity for the 
issuance of additional securities to 
finance construction. 


The strengthening of the financial po- 
sition of the electric utilities, reflected in 
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the facts summarized above, was in con- 
siderable measure due to the application 
by the Federal Power Commission and 
the several state commissions of the new 
wiform systems of accounts. Continued 
application of such uniform and con- 
trolled accounting will assure sound plant 
accounts and adequate depreciation re- 
serves as a basis for meeting the prob- 
lems of the postwar era. 

The financial progress of the industry 
during this period is discussed in great- 
er detail in the following paragraphs. 


Plant Accounts and Reserves for 
Depreciation 


[pou plant accounts, as recorded 
on the books of the companies, ag- 


773 


gregate $14,848,280,892 for the year end- 
ed December 31, 1942. At the close of 
1937 the corresponding figure was $13,- 
851,583,019. These amounts comprise 
investment by electric utilities in all types 
of utility plant, including gas and other 
utility service property as well as elec- 
tric. Electric property represents ap- 
proximately 90 per cent of the total. The 
increase in utility plant accounts in the 5- 
year period amounted to slightly less than 
$1,000,000,000 or, on a percentage basis, 
about 7 per cent. This relatively small 
rate of increase in reported plant invest- 
ment reflects, among other influences, 
the elimination, in accordance with the 
provisions of the above-described uni- 
form systems of accounts, of a large 
amount of inflation from utility plant ac- 
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counts resulting primarily from past 
“write-ups.”! It gives effect also to the 
sales of certain utility properties to pub- 
lic authorities. In contrast to the $1,000,- 
000,000 increase in the amount recorded 
on the books of the companies, which is 
net after retirements and elimination of 
such inflation as has been written off, re- 
ports to the commission indicate that 
gross property additions during the pe- 
riod aggregated approximately $2,000,- 
000,000. 


Reserve for depreciation of utility 
plant increased from $1,495,249,546 at 
the close of 1937 to $2,306,144,561 at the 
close of 1942, an increase of more than 
$750,000,000, or just under 55 per cent. 
As a result of the extraordinary increase 
in this reserve, net utility plant after de- 
duction of depreciation, as recorded on 
the books of companies, increased only 
about 14 per cent or approximately 
$200,000,000 in the 5-year period. 

The small increase in gross plant and 
the relatively negligible increase in the 
amount of net plant are the more remark- 
able when it is considered that during the 
same 5-year period the installed generat- 
ing capacity of the privately owned elec- 
tric utilities increased by 17 per cent and 
the number of customers by 15 per cent. 
During the same period, kilowatt-hour 
sales of electric energy to ultimate con- 
sumers increased by 52 per cent and rev- 
enues by 28 per cent. 

The ratio of reserve for depreciation 
to plant increased from 10.8 per cent to 
15.5 per cent. This increase in the re- 
serve-plant ratio is due primarily to the 
effect of the application of the new sys- 
tems of accounts on both plant accounts 
and reserves. The systems of accounts 
adopted in 1936, as well as making pro- 
vision for elimination of inflation as 
noted above, were the first to give na- 
tional recognition and effect to the prin- 


1 Dispositions of amounts in excess of origi- 
nal cost approved or directed by the Federal 
Power Commission aggregated $204,024,564.48 
as of December 31, 1942. As of October 26, 
1943, such dispositions aggregated $368,314,- 
153. Considerable additional amounts have 
been disposed of since the adoption of the new 
uniform systems of accounts by action of state 
commissions. 
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ciple of depreciation accounting in the 
electric utility field. This principle, which 
is a matter of primary importance for 
the protection of investors, requires that 
full current provision be made for the 
consumption or depreciation of property 
and equipment in the course of service, 


Outstanding Securities 


ayer stock, including common 
and preferred stocks, premiums, 
and assessments, outstanding on Decem- 
ber 31, 1942, amounted to $6,596,905,874, 
a very slight increase (about 1 per cent) 
over the amount, $6,528,385,388, out- 
standing at the close of 1937. Common 
stock outstanding increased from $- 
306,363,835 to $4,351,847,687, or slight- 
ly more than 1 per cent, while the amount 
of preferred stock increased from $2, 
125,431,564 to $2,135,334,248, a frac- 
tional percentage increase. 

A constructive trend is indicated by 
the fact that the ratio of long-term debt 
to gross plant which was approximately 
50 per cent at the end of 1937 had de- 
creased to slightly over 45 per cent by 
the end of 1942. Long-term debt de- 
creased slightly in the 5-year period and 
amounted to $6,753,611,544 at December 
31, 1942, as compared to $6,850,194,447 
at the close of 1937. This result also re- 
flects the effect of proper depreciation 
accounting by which funds are frequent- 
ly made available for the retirement of 
debt. 

It will be observed that the aggregate 
of outstanding securities ($13,350,517, 
418), consisting of capital stock and 
long-term debt, was actually less in 1942 
than it was five years earlier ($13,378- 
579,835). 

Many influences combined to pro- 
duce this result, including capital contri- 
butions made in connection with elimi- 
nation of inflation, operation of sinking 
funds, and sales of certain properties to 
public authorities with consequent re- 
tirements of securities. The fact remains 
of considerable significance, however, in 
view of the increase in capacity and 
volume of business of the private indus- 
try as a whole during the period. 
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Properties Expanded without Sale of 
Additional Securities 


N important development in utility 
finance is revealed by comparison of 
the increase of approximately $1,000,- 
000,000 in plant investment during the 
5-year period with the actual decrease of 
about $28,000,000 in the amount of se- 
curities outstanding on the books of the 
utilities. It is thus indicated that by and 
large during the past several years the 
dectric utility industry has been in a po- 
sition to finance all extensions to facili- 
ties out of revenues and that it has been 
unnecessary for the industry as a whole 
to secure additional funds from outside. 
The $1,000,000,000 increase in plant 
investment referred to above is only a 
partial measure of the volume of self- 
# financing of the industry during the pe- 
tiod. The $1,000,000,000 figure is net 
after retirements and elimination of in- 
flation. As has been previously noted, 
gross property additions during the pe- 
tiod were approximately $2,000,000,- 
000. From the viewpoint of the combined 
industry, this entire sum was financed by 
amounts retained out of revenues either 
in the form of accruals for depreciation 
and amortization or as surplus earnings 
after payment of dividends on preferred 
and common stock. 

The ability of the industry during the 
period of economic disturbance and war 
to supply from its own resources suffh- 
cient funds to financé all additions and re- 
placements to its facilities is evidence of 
its continuing economic soundness. 

Even with the large increases in re- 
serves for depreciation previously noted 
and charges to surplus resulting from 
elimination of inflation in plant accounts, 
earned surplus accounts were in general 
larger at the end of 1942 than they were 
at the beginning of the 5-year period. 
Composite earned surplus increased from 
$802,280,641 in 1937 to $863,029,004 
in 1942, an increase of $60,748,363, or 
approximately 8 per cent. 


Operating Revenues and Deductions 


‘ ] \oTAL utility operating revenues, in- 
cluding revenues from all depart- 
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| 
ments, in 1942 were $3,216,479,898, as 
compared with $2,532,444,360 in 1937. 
This represents an increase for 1942 
over 1937 of $684,035,538, or 27 per 
cent. 

Total utility operating expenses of all 
departments, including cost of fuel, sal- 
aries and wages, and maintenance, 
amounted to $1,461,155,510 in 1942. 
This is an increase of $273,670,129, or 23 
per cent over such expenses for 1937. 

Contrary to generally expressed con- 
cern that, with fixed rates for service, 
rising costs resulting from the war would 
prove damaging to the industry, oper- 
ating expenses actually absorbed a slight- 
ly smaller percentage of revenues in 
1942 than they did in 1937. The ratio of 
operating expenses to operating revenues 
was 46.9 in the former year and and 45.5 
in the latter. 

Annual depreciation and amortization 
charges increased by nearly $100,000,- 
000, or 40 per cent, and were $329,- 
437,791 in 1942. This results from an in- 
crease in the average annual rate of ac- 
crual for depreciation of. utility plant 
from 1.7 in 1937 to 2.2 per cent in 1942. 

During the same period total tax 
charges for all departments increased al- 
most 100 per cent, from $349,811,279 in 
1937 to $689,081,457 in 1942. 

Maintenance charges applicable solely 
to electric utility operations increased 
from $117,690,635 in 1937 to $135,273,- 
191 in 1942. The ratio of maintenance 
charges to gross electric plant (including 
amounts in adjustment accounts) was ap- 
proximately 1.2 per cent in 1937 and re- 
mained the same in 1942.? 

Interest on long-term debt decreased 
from $282,905,347 in 1937 to $248,952,- 
437 in 1942, a decrease of $33,952,910 or 
12 per cent. 

It is notable also that in 1942 such 


2 The above ratio is computed on the basis 
of reported electric plant and adjustments. The 
plant accounts of the utilities also contain items 
which are reported as “Unclassified and Undis- 
tributed.” A considerable portion of such items 
is doubtless assignable to electric plant. If the 
total of such unclassified items were added to 
electric plant and adjustments for purposes of 
computing the ratio, the result would be 1 
per cent in both 1937 and 1942. 
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charges were earned 3.22 times as com- 
pared to 2.97 times in 1937. 


Return for Investors 


1 utility operating income, rep- 
resenting the amount available. for 
return on investment, in 1937 was $768,- 
964,693 as compared to $743,687,594 in 
1942 ; the amount for the latter year being 
some $25,000,000 or 3 per cent less than 
that of the former. Utility operating in- 
come represents net balance of utility 
revenues from all classes of operations 
after payment of operating expenses and 
taxes and after making provision for de- 
preciation. Thus, in spite of the large in- 
creases in depreciation accruals and taxes 
previously referred to, the balance of in- 
come from utility operations available 
for investors remained in 1942 very 
nearly equal to that of 1937. 

The percentage ratio of total utility op- 
erating income to utility plant less re- 
serve for depreciation, which ratio is 
roughly comparable to the so-called “rate 
of return,” as computed on the basis of 
the companies’ book figures, was remark- 
ably stable throughout the period. This 
ratio was 6.2 per cent in 1937 and 5.9 per 
cent in 1942. On the basis of information 
for the twelve months’ period ended Au- 
gust 31, 1943, it is indicated that the ra- 
tio currently exceeds 6 per cent. 

This stability has unquestionably been 
a factor in the general lowering in the 
cost of capital to the industry which took 
place during the period. Published aver- 
age yields on public utility bonds, from 
which type of security almost half of the 
funds invested in the industry are ob- 
tained, show a reduction of approximate- 
ly 25 per cent between December, 1937, 
and December, 1942. The average yield 
on all grades of public utility bonds, 
which was 4.03 per cent at the end of 
1937, had declined to 3.07 per cent at the 
end of last year. As of the present time, 
‘October, 1943, the figure is 2.96 per cent. 


TILITY operating income represents 
the return earned on capital in- 


vested in utility plant. But the amount 
of operating income shown on the books 
is affected by the amount accrued for de. 
preciation which provides, in effect, for 
the return of capital through charges 
made to provide for the annual consump. 
tion of capital in the business. Durin 

the period under consideration the an- 
nual rate of accrual for depreciation has 
substantially increased. This increase in 
the rate of return of capital (in the form 
of depreciation accruals) has resulted in 
reducing the amount shown on the books 
for return om capital (in the form of 
utility operating income). The net effect 
of these offsetting trends is, however, 
that the sum of utility operating income 
plus accruals for depreciation, represent- 
ing the total amount returnable to in- 
vestors either as principal or income, was 
some $45,000,0008 greater on a compara- 
tive basis in 1942 than in 1937. 

This over-all strengthening of the elec- 
tric utility industry, which we have seen 
reflected in the balance sheets as well as 
in the income accounts of the companies, 
has been accomplished not only without 
rate increases but with substantial de- 
creases in the rates charged residential 
consumers. 

It has resulted in part from the 
great growth of the industrial load 
occasioned by the war but the substantial 
character of the trend is evidenced by the 
fact that there has been steady progress 
throughout the entire period, which cov- 
ers the depression year of 1938 as well as 
the war-boom years of 1941 and 1942. 


8 The actual increase was approximately $70,- 
000,000, which amount has been adjusted to the 
above figure on account of accruals for depre- 
ciation on net additions to utility plant during 
the period. 


THE FINANCIAL REcORD OF THE ELECTRIC 
Uriity Inpustry, 1937-1942. Summary of 
financial statements contained in “Statis- 
tics of Electric Utilities in the United 
States, 1942.” 10 pp. Available from the 
Federal Power Commission free upon re- 
quest. Copies of the statistical volume, 
which may be referred to as “FPC S-30,” 
are sold by the commission at $2 a copy. 
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The March of 
Events 


Coal Stocks Limited 


sTOCK limitation program designated to 
A ch bituminous coal needs of indus- 
trial consumers with small stocks and of re- 
tail dealers who supply household consumers 
was announced last month by Solid Fuels Ad- 
ministrator Ickes. 

Effective December Ist, industrial plants and 
railroads with coal in storage equivalent to 
more than 25 days’ consumption and public 
utilities with supplies on hand equivalent to 
more than 40 days’ consumption must reduce 
their current orders for coal to 75 per cent or 
less of monthly burning requirements. 

The limitation order was expected to free 
approximately 5,000,000 tons a month for the 
next few months, it was said. 

The new order excluded bituminous coal 
for vessel or bunker fuel, for the manufac- 
ture of coke, for a raw material used in the 
manufacture of gas or chemicals, and for 
foundry, malleable, or other purposes. 


REA Program Boost 
Due to War 


| paste use of electricity on the farm in- 
creases production as much as 34 per cent, 
the Rural Electrification Administration pro- 
gram is being pushed in all parts of the coun- 
try as a war effort, Clyde T. Ellis, executive 
manager of the National Rural Electric Co- 
operative Association, said in St. Paul recent- 
ly, in an address before Region 6 of the 
NRECA, Delegates representing 50 member 
cooperatives representing 42,832 farm fami- 
lies in Minnesota, North Dakota, and South 
Dakota, attended. 

“On farms which were electrified in the 
spring of this year,” Mr. Ellis said, “there 
was a production increase of 43 per cent, as 
compared with a general farm production i in- 
crease of only 5 per cent. This gain was in the 
face of the fact that the farms have lost one 
of every four men.” 

Mr, Ellis reported that the REA, on Oc- 
tober 28th, had approved 43,056 work or- 
ders to connect 53,000 farms this year, and 
said several additional et would be con- 
nected before January. The REA codpera- 
tives now have 1,054,000 farms connected with 
electricity, out of a goal ci 1,368,000. The 
number now getting REA codperative service 
is 29 per cent of the total farms, he said. 
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Other speakers at the session included Avery 
C. Moore, secretary-treasurer of the NRECA, 
Clarence A. Winder, assistant to the direc- 
tor of the WPB Power Division, and Arthur 
Gerth, chief of the REA Applications and 
Loans Division. 

Delegates discussed plans for speeding up 
expansion of REA service after the war and 
the advisability of having a national REA con- 
vention, similar to one held in St. Louis last 
January. 

The Senate Committee on Agriculture on 
November 10th approved the resolution au- 
thorizing a subcommittee investigation of the 
fight to oust Harry Slattery as head of the 
Rural Electrification Administration, but cut 
down the requested appropriation for the in- 
quiry from $15,000 to $2,500. 

The resolution was then sent to the Audit 
and Control Committee, of which Senator 
Scott Lucas of Illinois is chairman. Lucas 
previously had refused to have his group con- 
sider the proposed investigation because the 
Committee on Agriculture as a whole had 
never formally approved the resolution, and 
it was at his insistence that the matter was re- 
ferred to the committee for formal action. 

The reduction of the amount asked for the 
REA inquiry was made on motion of Senator 
Henrik Shipstead, Republican of Minnesota, 
as a compromise gesture in view of Lucas’ 
questioning of the larger figure. 


Postwar Power Projects 
Proposed 


T= House Rivers and Harbors Committee 
last month approved a $356,000,000 navi- 
gation and power authorization program, most 
of which is intended for postwar execution. 
The program will be presented to Congress 
early next year. Should it win congressional 
approval, subsequent legislation would be 
necessary to appropriate funds to carry it out. 
Power development projects included i in the 
program are as follows: Savannah river, 
Clark's Hill, Georgia, $28,000,000 ; Chattahoo- 
chee river, Florida and Georgia, $6,500,000; 
Columbia river, Washington and Oregon, $49,- 
470,000; Snake river, Idaho, four dams, $30,- 
000,000. 
The committee rejected the controversial 
$12,344,000 Connecticut river (Enfield dam) 
project, which also included power develop- 
ment. 
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Suggest Ickes Direct All Fuels 


Bayport meagre of administration over pro- 
duction, distribution, and pricing of natu- 
ral gas petroleum, and coal in the hands of 
Harold L. Ickes as Petroleum Administrator 
for War and Solid Fuels Administrator for 
War was proposed last month by Senators 
Reed (R, Kansas), Clark (D, Missouri), and 
Wherry (R, Nebraska). 

The measure would transfer all such func- 
tions now handled by the Office of Price Ad- 
ministration, Office of War Mobilization, the 
Office of Economic Stabilization, the War Pro- 
duction Board, the Office of Defense Trans- 
portation, and National War Labor Board to 
Ickes’ control. 

The authors said in a statement that “the 
bill is introduced to implement the recom- 
mendation of the special Senate committee 
to investigate the fuel situation in the Middle 
West.” The centralization was recommended in 
* interim report by the committee October 

th. 


Bills in Congress 


ENATOR Millard Tydings (Democrat, Mary- 
S land) introduced in the Senate last month 
a program of postwar economic measures, in- 
cluding public works resolutions, with the fol- 
lowing provisions: (1) requesting the gover- 
nors of the 48 states to transmit to Congress 
as soon as possible detailed reports of various 
needed public works (such as roads, bridges, 
etc.) which should be constructed in each of 
the states during the 10-year period immedi- 
ately following the end of the war, together 
with estimates of the cost, man power, and 
materials necessary for each project; (2) 
calling upon the Army Engineers to transmit 
to Congress as soon as possible a report show- 
ing the nature and location of all flood-con- 
trol projects which should be undertaken in 
the United States immediately after the war, 
together with estimates of cost, urgency, the 
amount of flood damage which should be pre- 
vented, and all other pertinent data; (3) re- 
questing governors of all of the states to fur- 
nish information on proper fields of taxation 
and division of authority between the Federal 
and state governments with respect to the 
regulation of commerce and proper percent- 
ages of contributions to be made by Federal, 
state, and local governments toward financ- 
ing postwar work, welfare, and social pro- 
grams. 

Under still another resolution Senator Ty- 
dings called for a declaration of policy that 
the government will “get out of competition 
with private business in so far as it has en- 
tered such competition through the necessities” 
of the war program. 

Senator McClellan (Democrat, Arkansas) 
also introduced in the Senate a bill (S 1519) 
providing for the development of the Arkansas 
and White river basins for navigation, flood 


control, and power. Among other things, the 
McClellan bill would authorize that dams and 
other public works should be constructed, 
maintained, and operated by the Army Engi- 
neers “first for navigation and flood control, 
and second for the generation of hydroelec- 
tric power, irrigation, and reclamation.” The 
bill would also authorize the Secretary of In- 
terior to be the Federal agent to receive and 
dispose of all electric power generated by 
such projects. 


Advance Ticket Sale Limited 


g ton western railroads have adopted a sys- 
tem of “current and following month” 
reservation limitations, in order to make more 
space available to military and other essen- 
tial travelers, it was recently reported. 

Under the new system, a reservation might 
be made in November for a trip up to and in- 
cluding December 31st. On December Ist, res- 
ervations were to be acceptable for any day in 
December and January. 

The western railroads adopted this system 
in preference to the flat 30-day limitation im- 
posed by the eastern roads because of the 
problems peculiar to travel on the western 
roads, according to H. W. Siddall, chairman 
of the Trans-Continental and Western Passen- 
ger asscciations. Mr. Siddall pointed out that 
distances are longer on the western roads, re- 
quiring passengers to plan longer trips and 
thus to make train and hotel reservations 
farther in advance. 


ICC Refuses to Rescind Order 


HE Interstate Commerce Commission last 

month denied a request of the railroad 
brotherhoods that the ICC permit the enforce- 
ment of state laws limiting the length of 
freight and passenger trains. 

An ICC order, issued September 11, 1942, 
suspended state laws which limit the length 
of freight trains to half a mile, or 70 cars, 
and passenger trains to 14 or 16 cars. It was 
designed to save man power and train miles, 
to avoid delay in movement of trains, and to 
— efficient use of equipment, the ICC 
said. 

The laws involved are in effect in Arizona, 
Oklahoma, Nevada, and Louisiana. 

The railroad brotherhoods challenged the 
ICC’s authority to supersede state laws en- 
acted as safety measures. The ICC majority 
opinion, however, asserted that the Interstate 
Commerce laws and court decisions fully au- 
thorized such a step in time of national emer- 
gency. 


Rate Cut Suggested 


hie public service board of the Province 
of Quebec in a recent notice to the Mon- 
treal Light, Heat & Power Consolidated, 
Shawinigan Water & Power Company, and 
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the Quebec Power Company, suggested a tem- 
porary reduction in power rates by these utili- 
ties, based on the contention that these com- 
panies, operating in the industrialized areas 


of the province, have as a result of the war 
increased their volume of sale and revenue 
substantially above the level on which was 
predicated the current rate level. 


& 
Alabama 


Electric Rates Reduced 


LECTRIC power rate reductions amounting 
E to $162,808 per year will be effected as 
a result of state commission approval of a 
petition filed on November 3, 1943, by the 
Alabama Power Company, revising its sched- 
ule of rates applicable to rural residential 
and commercial customers. 

The schedule, designated as “E-6,” reduces 
the monthly initial, or minimum, charge for 
15 kilowatt hours or less from $1.25 to $1. 
It also reduces the next step in the rate from 
“44 cents per kilowatt hour for the next 60 
kilowatt hours” to “44 cents per kilowatt hour 
for the next 45 kilowatt hours.” These revi- 
sions will effect reduction to each of the ap- 
proximately 38,000 rural customers now served 
under “E-5.” 


In addition, the proposed rate “E-6,” in- 
cluding the revised rules applicable for rural 
service, provide that whenever a density of 15 
customers per mile is reached on a rural line 
extension from an urban rate area, the cus- 
tomers on such rural extension shall be trans- 
ferred to urban rate classification. At present, 
a density of 20 customers per mile is required 
before such transfer is made. Likewise, the 
density requirement of any section of a rural 
line, having 75 customers or more with no two 
customers located one-half mile or more 
apart, is reduced from 20 per mile to 15 per 
mile in order for such customers to be trans- 
ferred to urban routes. These changes in den- 
sity requirement will effect the transferring 
of about 2,377 present customers from rural 
rate to strictly urban rate classification, it 
was said. 


Arizona 


Utility Tax Protested 


HE Central Arizona Light & Power Com- 

pany was expected to accompany its pay- 
ment of the first instalment of its 1943 state 
tax bill last month with a protest involving 
$14,850.08, which the company claims results 
from an “illegal” $1,000,000 increase in the as- 
sessed valuation of its personal property. The 
protested portion is more than 10 per cent of 
the first instalment of $132,474.35, paid to 
Company Treasurer W. H. Linville as ex offi- 
cio tax collector. 

Protests in the amount of $17,296.04 and 
$7,245.93 also were to be filed on the grounds 
that the payments would provide funds for the 
state board of social security and welfare, 
but “no act passed by the legislature of the 
state of Arizona authorizes the levy of assess- 
ment of said taxes.” The $7,245.93, the com- 
pany charged, represents an amount “in ex- 
cess of the amount appropriated by the legis- 
lature” for the use of the state social security 
and welfare board. 

Also to be protested were payments of $1,- 
929.23 and $1,377.07 on the grounds that they 
represented excessive levies for the purpose of 
collecting moneys for highway and school dis- 
trict bonds of the county. 

Walter Roche of the law firm of Armstrong, 
Kramer, Morrison & Roche, which is repre- 
senting the company in the action, said that 
payment of the spring tax instalment would be 
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accompanied by a protest involving a like sum 
unless the issue were settled before that time. 

The formal protest was to claim, regard- 
ing the $1,000,000 personal property valuation 
increase, that no notice on the board’s inten- 
tion to increase the assessed valuation was 
given; that at a “pretended” hearing no evi- 
dence was produced to authorize any such in- 
crease although the company at that time 
“produced evidence and facts showing that 
any increase in the assessed valuation . . 
would be unwarranted”; that the board 
made no inspection, survey, or appraisal of 
the company’s property; and that the board’s 
order to the Maricopa County Board of Su- 
pervisors ordering the increase was “so in- 
definite and uncertain as not to afford said 
supervisors the necessary information on 
which to act.” 

Validity of the Arizona Tax Commission’s 
1943-44 state property tax levy was challenged 
in Yuma last month in a svit filed in the 
Yuma County Superior Court by the Ari- 
zona Edison Company, Inc. It was under- 
stood reliably that three similar suits were 
being prepared on behalf of the Arizona Edi- 
son Company, which would be filed in the su- 
perior courts of Maricopa, Gila, and Co- 
chise counties. 

The suits were being prepared on the 
grounds that Commissioners Thad M. Moore 
and Joe M. Hunt levied for a greater amount 
of money than actually is necessary. 
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Arkansas 


Refund Ordered 


ex Arkansas Department of Public Utili- 
ties recently issued an order directing the 
Arkansas-Missouri Power Corporation to re- 
fund part of $275,000 in excess earnings in 
1943 to its electric customers in the state. 
The amount would be taken from earnings 
above those allowed for a “reasonable return” 
on investment, plus income and excess profits 
taxes. Twenty-five per cent of the refund 
would go back to the corporation as an in- 
centive for “efficient management,” and 75 
per cent to customers, it was said. 

Approximately 50 per cent of Arkansas- 
Missouri’s utility consumers are in Arkansas. 

The order is in keeping with the commis- 
sion’s policy of granting refunds during the 
war instead of conducting investigations lead- 
ing to rate reductions, Commissioner Joe 
Morrison said, as such investigations are slow 
and difficult under emergency conditions. Any 
protest against the order was to be heard on 
November 30th. 


Not to Purchase Utilities 


TY Helena city council recently defeated 
Mayor D. T. Hargraves’ plan to buy the 
Arkansas Utilities properties in Helena. The 
vote was 6 to 1, with one alderman absent. The 
vote was on a resolution sponsored by a “Cciti- 
zens committee” and introduced before the 
council early last month. 

The council’s action, subject to a possible 
veto by Mayor Hargraves, brought to a close, 
for the present at least, any possibility of a 
vote by Helena residents on municipal owner- 
ship, and any test of the legality of the pro- 
posed issuance of revenue bonds with which 
to finance the purchase of gas and electric 
properties. 

The resolution said that this is not the op- 
portune time for the city to acquire the gas 
and electric properties, but approved negotia- 
tions for the purchase of the water facilities. 
Indirectly it also approved the leasing of the 
properties by the Arkansas Power & Light 
Company. 

If signed by the mayor, or passed over his 
veto, the resolution would repeal all former 
actions of the council in connection with the 
proposed purchase, and call for dismissal of 
proceedings in chancery court to test legality 
of the issuance of revenue bonds for pur- 
chase of the properties. 

The council disapproved two resolutions, 
one authorizing City Attorney Douglas Hes- 
lep to file an intervention on the part of the 
city in the petition of Gus B. Walton, Little 
Rock investment banker, before the Arkansas 
commission, asking permission to issue bonds 
with which to replace outstanding bonds and 
the other to authorize an intervention in the 
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request by Arkansas Power & Light Com- 
pany to lease the properties for a period of 
thirty years. 


Rate Base Hearing Ordered 


HE state utilities commission ordered a 

hearing for December 7th to establish a 
rate base for electric properties of the Ar- 
kansas Power & Light Company and to fix 
rates it may charge state consumers, 

The commission ordered the company, which 
serves approximately 450 cities and towns and 
more than 98,000 electric customers, to show 
cause why the_agency should not establish 
original cost of its properties, less accrued 
depreciation, as the rate base and fix a return 
on this base. 

‘Commission Chairman A. B. Hill had indi- 
cated previously that any rate order entered 
would not be retroactive, and therefore the 
commission would be unable to recapture the 
excess earnings in 1943 which otherwise would 
have been obtained for consumers by a re- 
fund order. 

The recent order, however, made it clear 
that the rates established, if “less than those 
now received by the respondent . . ., be ef- 
fective from and after January 1, 1943, and 
the excess, if any, over the rates currently 
charged, be refunded by the respondent to its 
ratepayers.” 

Mr. Hill stated: “For the period of this 
war emergency the commission adopted a pol- 
icy of customer refunds to take care of ex- 
cess earnings in order to eliminate rate base 
investigations, which are always costly both 
in man power and money. Such investigations 
are slow in reaching the desired result, which 
is the lowest rates to consumers consistent 
with the fair return upon the fair value of 
properties used and useful in public service. 

“On October 7th, the commission requested 
information from the respondent to permit it 
to determine the amount of refund to be made 
to respondent’s customers out of 1943 reve- 
nues. To this request the respondent, through 
its president, advised the commission by let- 
ter, “.. . This matter of refund is an idea 
and suggestion with which our company can- 
not go along. . . This commission therefore 
deems it advisable to proceed immediately to 
the final determination of the fair value of 
the respondent’s electric properties used and 
useful in public service, of the revenues of 
the respondent and their relation to said fair 
value, and of the expenses incurred in respond- 
ent’s operations.” 


Gas Rate Orders 


if ihon: Arkansas Power & Light Company 
was ordered recently to appear before the 
utilities commission to show cause on No- 
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vember 24th why a $14,431 saving in natural 
rates for the year’s period ending in July 
should not be passed on to its customers in 
five southeast Arkansas towns. 
The Memphis Natural Gas Company was 


ordered by the Federal Power Commission 
to reduce wholesale rates on gas supplied 
AP&L for resale to consumers at McGehee, 
Lake Village, Dermott, Wilmot, and Eudora. 
AP&L will be asked to reduce rates. 


California 


Transit Dispute 


g Yes San Francisco board of supervisors, 
apparently determined to take even be- 
lated action in the matter of the Office of De- 
fense Transportation recommendations for 
the city’s streetcar lines, last month adopted 
a greatly modified resolution objecting to the 
ODT proposals. 

The members refused to accept one which 
was on the calendar and had been approved 
by the finance committee. The rejected reso- 
lution accused the ODT of favoring the Mar- 
ket Street Railway over the Municipal line; 
declared proposals were contrary to 
policy designed to conserve rubber; and asked 
that the plan be reéxamined. 

Objection to the strong language in the 
finance committee’s measure was expressed 
by Supervisor Warren Shannon and J. Ar- 
thur Yunger of the San Francisco Municipal 
Conference. Both declared it would be “bad 
public relations” to adopt the resolution and 
would only cause additional trouble between 
the city and the ODT. The supervisors 


then voted to draft a substitute measure. 


Wage Pact Approved 


PPROVAL by the War Labor Board in 
Washington of the wage agreement 
reached between the AFL Amalgamated As- 
sociation of Street Electric Railway and Mo- 
tor Coach Employees and the Los Angeles 
Railway Corporation and Los Angeles Motor 
wen Company was announced November 
th. 

The order of the board provides for 5 cents 
an hour straight time pay increase for all op- 
erating employees, time and one-half over- 
time pay after the eighth hour instead of after 
the ninth, time and one-half pay for time con- 
sumed in checking in, checking out, and dead- 
heading, now paid for at straight time, and 10 
cents an hour increase for maintenance em- 
ployees. 

Both the 5-cent and 10-cent increases are 
retroactive to last May 16th. The WLB pre- 
viously rejected an agreement providing for 
a 10-cent increase for all employees. 


District of Columbia 


Streetcar Conversion Authorized 


ONVERSION of 52 streetcars to one-man op- 
[ eration was authorized recently by the 
public utilities commission in an order issued 
to the Capital Transit Company. The order 
was to provide man power for operating ad- 


ditional cars, according to the majority 
opinion, and also would save the company 
an estimated $104,000, it was said. 

Twice previously, permission to convert to 
one-man cars had been denied the company 
on grounds that man-power shortages were not 
serious enough and that such conversion 
would slow up traffic. 

During hearings on the proposal opposition 
was registered to conversion of the cars by 
the Committee on Jobs for Negroes in Pub- 
lic Utilities, by James B. Blackistone, and 
by the Washington Industrial Union Council. 


Rate of Return Cut 


N the first reduction of the Washington 
Gas Light Company’s rate of return since 
the adoption of the sliding scale eight years 
ago, the public utilities commission last 
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month ordered an over-all consumer rate re- 
duction of $132,896 retroactive to September 
Ist. The decision, which lowers the company’s 
profit returns from 64 per cent to 5% per cent 
of gross income, was to become effective No- 
vember 19th. It would mean, according to re- 
ports, an average saving to householders of 
5 cents per month. In homes using 20,000 cubic 
feet of gas it would result in a 37-cent re- 
duction. 

In making the rate order retroactive, the 
commission compelled the firm to extend con- 
sumers “credit” on future bills to the extent 
of the difference between rates actually paid, 
September Ist to November 19th, and the 
rate approved by the commission. 

This proceeding is independent of the OPA 
appeal testing the Washington plan for the 
same utility, which the U. S. Supreme Court 
agreed to review by granting a writ of certi- 
orari the same day of the commission order. 

The new rate went into effect in Washing- 
ton on November 22nd when the public utili- 
ties commission denied a petition for recon- 
sideration of its order to the Washington Gas 
Light Company. The gas company indicated 
it would appeal to the courts. 
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Arkansas 


Refund Ordered 


HE Arkansas Department of Public Utili- 
ties recently issued an order directing the 
Arkansas-Missouri Power Corporation to re- 
fund part of $275,000 in excess earnings in 
1943 to its electric customers in the state. 
The amount would be taken from earnings 
above those allowed for a “reasonable return” 
on investment, plus income and excess profits 
taxes. Twenty-five per cent of the refund 
would go back to the corporation as an in- 
centive for “efficient management,” and 75 
per cent to customers, it was said. 
Approximately 50 per cent of Arkansas- 
Missouri’s utility consumers are in Arkansas. 
The order is in keeping with the commis- 
sion’s policy of granting refunds during the 
war instead of conducting investigations lead- 
ing to rate reductions, Commissioner Joe 
Morrison said, as such investigations are slow 
and difficult under emergency conditions. Any 
protest against the order was to be heard on 
November 30th. 


Not to Purchase Utilities 


Te Helena city council recently defeated 
Mayor D. T. Hargraves’ plan to buy the 
Arkansas Utilities properties in Helena. The 
vote was 6 to 1, with one alderman absent. The 
vote was on a resolution sponsored by a “Cciti- 
zens committee” and introduced before the 
council early last month. 

The council’s action, subject to a possible 
veto by Mayor Hargraves, brought to a close, 
for the present at least, any possibility of a 
vote by Helena residents on municipal owner- 
ship, and any test of the legality of the pro- 
posed issuance of revenue bonds with which 
to finance the purchase of gas and electric 
properties. 

The resolution said that this is not the op- 
portune time for the city to acquire the gas 
and electric properties, but approved negotia- 
tions for the purchase of the water facilities. 
Indirectly it also approved the leasing of the 
properties by the Arkansas Power & Light 
Company. 

If signed by the mayor, or passed over his 
veto, the resolution would repeal all former 
actions of the council in connection with the 
proposed purchase, and call for dismissal of 
proceedings in chancery court to test legality 
of the issuance of revenue bonds for pur- 
chase of the properties. 

The council disapproved two resolutions, 
one authorizing City Attorney Douglas Hes- 
lep to file an intervention on the part of the 
city in the petition of Gus B. Walton, Little 
Rock investment banker, before the Arkansas 
commission, asking permission to issue bonds 
with which to replace outstanding bonds and 
the other to authorize an intervention in the 
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request by Arkansas Power & Light Com- 
pany to lease the properties for a period of 
thirty years. 


Rate Base Hearing Ordered 


HE state utilities commission ordered a 

hearing for December 7th to establish a 
rate base for electric properties of the Ar- 
kansas Power & Light Company and to fix 
rates it may charge state consumers. 

The commission ordered the company, which 
serves approximately 450 cities and towns and 
more than 98,000 electric customers, to show 
cause why the agency should not establish 
original cost of its properties, less accrued 
depreciation, as the rate base and fix a return 
on this base. 

‘Commission Chairman A. B. Hill had indi- 
cated previously that any rate order entered 
would not be retroactive, and therefore the 
commission would be unable to recapture the 
excess earnings in 1943 which otherwise would 
have been obtained for consumers by a re- 
fund order. 

The recent order, however, made it clear 
that the rates established, if “less than those 
now received by the respondent . . ., be ef- 
fective from and after January 1, 1943, and 
the excess, if any, over the rates currently 
charged, be refunded by the respondent to its 
ratepayers.” 

Mr. Hill stated: “For the period of this 
war emergency the commission adopted a pol- 
icy of customer refunds to take care of ex- 
cess earnings in order to eliminate rate base 
investigations, which are always costly both 
in man power and money. Such investigations 
are slow in reaching the desired result, which 
is the lowest rates to consumers consistent 
with the fair return upon the fair value of 
properties used and useful in public service. 

“On October 7th, the commission requested 
information from the respondent to permit it 
to determine the amount of refund to be made 
to respondent’s customers out of 1943 reve- 
nues. To this request the respondent, through 
its president, advised the commission by let- 
ter, *. This matter of refund is an idea 
and suggestion with which our company can- 
not go along... .2 This commission therefore 
deems it advisable to proceed immediately to 
the final determination of the fair value of 
the respondent’s electric properties used and 
useful in public service, of the revenues of 
the respondent and their relation to said fair 
value, and of the expenses incurred in respond- 
ent’s operations.” 


Gas Rate Orders 


pie Arkansas Power & Light Company 
was ordered recently to appear before the 
utilities commission to show cause on No- 
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vember 24th why a $14,431 saving in natural 
gas rates for the year’s period ending in July 
should not passed on to its customers in 
five southeast Arkansas towns. 

The Memphis Natural Gas Company was 


ordered by the Federal Power Commission 
to reduce wholesale rates on gas supplied 
AP&L for resale to consumers at McGehee, 
Lake Village, Dermott, Wilmot, and Eudora. 
AP&L will be asked to reduce rates. 


California 


Transit Dispute 


T= San Francisco board of supervisors, 
apparently determined to take even be- 
lated action in the matter of the Office of De- 
fense Transportation recommendations for 
the city’s streetcar lines, last month adopted 
a greatly modified resolution objecting to the 
ODT proposals. 

The members refused to accept one which 
was on the calendar and had been approved 
by the finance committee. The rejected reso- 
lution accused the ODT of favoring the Mar- 
ket Street Railway over the Municipal line; 
declared proposals were contrary to ODT 
policy designed to conserve rubber; and asked 
that the plan be reéxamined. 

Objection to the strong language in the 
finance committee’s measure was expressed 
by Supervisor Warren Shannon and J. Ar- 
thur Yunger of the San Francisco Municipal 
Conference. Both declared it would be “bad 
public relations” to adopt the resolution and 
would only cause additional trouble between 
the city and the ODT. The supervisors 


then voted to draft a substitute measuie. 


Wage Pact Approved 


Fevers by the War Labor Board in 
Washington of the wage agreement 
reached between the AFL Amalgamated As- 
sociation of Street Electric Railway and Mo- 
tor Coach Employees and the Los Angeles 
Railway Corporation and Los Angeles Motor 
ig Company was announced November 
th. 

The order of the board provides for 5 cents 
an hour straight time pay increase for all op- 
erating employees, time and one-half over- 
time pay after the eighth hour instead of after 
the ninth, time and one-half pay for time con- 
sumed in checking in, checking out, and dead- 
heading, now paid for at straight time, and 10 
cents an hour increase for maintenance em- 
ployees. 

Both the 5-cent and 10-cent increases are 
retroactive to last May 16th. The WLB pre- 
viously rejected an agreement providing for 
a 10-cent increase for all employees. 


a 
District of Columbia 


Streetcar Conversion Authorized 


ONVERSION of 52 streetcars to one-man op- 

eration was authorized recently by the 
public utilities commission in an order issued 
to the Capital Transit Company. The order 
was to provide man power for operating ad- 
ditional cars, according to the majority 
opinion, and also would save the company 
an estimated $104,000, it was said. 

Twice previously, permission to convert to 
one-man cars had been denied the company 
on grounds that man-power shortages were not 
serious enough and that such conversion 
would slow up traffic. 

During hearings on the proposal opposition 
was registered to conversion of the cars by 
the Committee on Jobs for Negroes in Pub- 
lic Utilities, by James B. Blackistone, and 
by the Washington Industrial Union Council. 


Rate of Return Cut 


N the first reduction of the Washington 
Gas Light Company’s rate of return since 
the adoption of the sliding scale eight years 
ago, the public utilities commission last 
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month ordered an over-all consumer rate re- 
duction of $132,896 retroactive to September 
lst. The decision, which lowers the company’s 
profit returns from 6% per cent to 5% per cent 
of gross income, was to become effective No- 
vember 19th. It would mean, according to re- 
ports, an average saving to householders of 
5 cents per month. In homes using 20,000 cubic 
feet of gas it would result in a 37-cent re- 
duction. 

In making the rate order retroactive, the 
commission compelled the firm to extend con- 
sumers “credit” on future bills to the extent 
of the difference between rates actually paid, 
September Ist to November 19th, and the 
rate approved by the commission. 

This proceeding is independent of the OPA 
appeal testing the Washington plan for the 
same utility, which the U. S. Supreme Court 
agreed to review by granting a writ of certi- 
orari the same day of the commission order. 

The new rate went into effect in Washing- 
ton on November 22nd when the public utili- 
ties commission denied a petition for recon- 
sideration of its order to the Washington Gas 
Light Company. The gas company indicated 
it would appeal to the courts. 
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Idaho 


Dam Project Resumed 


ESUMPTION of construction of the $9,200,- 

000 Anderson Ranch dam irrigation proj- 

ect in the Boise river valley has been per- 

mitted under terms of an order issued by 
the War Production Board. 

At the request of the War Food Adminis- 

tration and the Bureau of Reclamation, U. S. 


Department of Interior, WPB canceled its 
previous revocation of the project issued De- 
cember 26, 1942. The dam is being construct- 
ed by the Bureau of Reclamation for irriga- 
tion of farm lands in the Boise river valley, 
Decision to revoke the stop order followed 
disclosure that the project is essential to the 
war food program and as such was entitled 
to WPB priority assistance. 


Indiana 


Refund Opinion Sought 


HE state public service commission has 
been reported to be seeking an opinion 
from the Commissioner of In- 
ternal Revenue, Robert E. Hannegan, as to 
whether the commission has the right to stop 
public utilities from paying excess profits 
taxes by having them make refunds to their 
customers. 
The question of whether a public utility 
should earn so much money that it has to pay 


& 
Iowa 


State Files REA Appeal 


HE state of Iowa last month filed its ap- 

peal from a Polk county district court 
decision holding that rural electric codpera- 
tive association transmission lines are not 
taxable. 

The state’s appeal, filed by Jens Grothe, 
assistant attorney general for the state tax 
commission, contended that Judge Loy Ladd 
ruled erroneously when he decided last July 
that such codperative associations are legally 
organized as association “not for pecuniary 
profit” and hence come within an exception 
provided in the tax statutes directing how 
transmission lines shall be taxed. 

Judge Ladd granted a permanent injunction 


excess profits taxes has been discussed by 
some commission members. One or two mem- 
bers are reported to be eager not to disturb 
the rate structure since another change may 


- be necessary at the close of the war. 


Allen D. Fisk, chief accountant for the 
commission, pointed out that approximately 
two-thirds of the state’s 75 Class A and B 
private utilities already have filed statements 
showing the taxes, including excess profits 
taxes, that they paid last year and for the first 
ten months of this year. 


restraining the state tax commission from as- 
sessing the lines of the Greene county and 
Hardin county rural electric codperative as- 
sociations, 

Grothe pointed out in his supreme court 
brief that if Judge Ladd’s decision is up- 
held approximately $50,000,000 worth of such 
lines owned by 60 Iowa rural electric co- 
Operatives will be tax-free. 

The 1941 legislature provided a special tax 
exemption for such lines for the years 1942 
and 1943 only and the 1943 legislature failed 
to renew it. 

The case consequently hinges around earlier 
statutes governing taxation of nonprofit as- 
sociations and corporations. 

The case is to be argued in January. 


¥ 
Michigan 


Tax Limited 


5 Bw of the four public utilities named in 
the first draft of the proposed utilities 
tax were withdrawn from the ordinance after 
the city of Detroit’s tax experts decided it 
was illegal to tax them, Charles G. Oakman, 
controller, said recently. 

A revised draft of the proposed ordinance, 
which was scheduled to go to the city council 
on November 29th, would tax only the Detroit 


Edison Company and the Michigan Consoli- 
dated Gas Company, Oakman explained. 

The Michigan Bell Telephone Company and 
the Detroit offices of the American Telephone 
and Telegraph Company, originally named in 
the ordinance, will not be subject to the tax, he 
said. 

The formula for taxing Detroit Edison and 
Michigan Consolidated Gas has been revised 
from a range of 10 to 30 per cent to a straight 
20 per cent tax on gross revenue, again aimed 
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at collecting Federal excess profits taxes of the 
utilities for the city, Oakman added. 

The city would still collect more than $10,- 
000,000 a year from the utility tax for post- 
war improvements, he said. 

Oakman acknowledged that the first utility 
tax ordinance, as drawn by Vance G. Ingalls, 


assistant corporation counsel, and Richard A. 
Sullivan, city public utilities analyst, “was in 
error in attempting to tax the Michigan Bell 
Telephone Company.” 

George M. Welch, president of the Michi- 
gan Bell, said that the company paid $3,525,- 
000 in state property taxes last year. 


Missourt 


Light Plant Sale Upheld 


Nn order by the Missouri Public Service 
A Commission, authorizing sale of the prop- 
erty of the Laclede Power & Light Company 
of St. Louis to the Union Electric Company 
of Missouri, was upheld recently by the Mis- 
souri Supreme Court in an appeal by Attor- 
ney General Roy McKittrick, attacking the 
transfer. 

The court held that McKittrick, who had 
intervened in the case, and had appealed from 
a Cole County Circuit Court ruling sustain- 
ing the commission, had no legal right to in- 
tervene or seek an appeal in the proceeding. 
Nevertheless the court decided the case on the 
merits. 

The supreme court, in an opinion by Judge 
George Robb Ellison, rejected McKittrick’s 
contention that there was no showing of bene- 
fit from the merger to customers of Laclede 
Power and Union Electric. Judge Ellison said 
this was a question of fact and that no show- 
ing had been made to support the contention. 
The court also overruled a contention that the 
commission had authorized discriminatory 
rates, by providing that the present lower 


rates of Laclede Power be continued in effect 
for Laclede customers, until a change was au- 
thorized by the commission after a hearing. 
The purpose of this was to hold the pres- 
ent rate schedules of Laclede and Union 
Electric as they are, pending completion of 
the physical merger of the properties. 

The court held that the commission was 
justified in treating the two systems as sepa- 
rate units, for rate purposes, until the unifi- 
cation of the systems was completed and the 
effect of the merger determined. 


Utility Decision Review Refused 


HE U. S. Supreme Court refused last 

month to review a decision holding con- 
stitutional the section of the Public Utility 
Holding Company Act, prohibiting registered 
holding companies from making contribu- 
tions to political parties or candidates for 
public office. 

The legislation was challenged by the Union 
Electric Company of Missouri and by Louis 
H. Egan of Clayton, Missouri, former presi- 
dent of the company. Egan was sentenced to 
two years’ imprisonment and fined $10,000. 


2 
Nebraska 


Favor Power Company Purchase 


croup of Omaha residents recently formed 

the “people’s power ownership commit- 
tee,” for the announced purpose of support- 
ing acquisition of the Nebraska Power Com- 
pany by the public commission appointed un- 
der terms of state legislation. A governing 
committee was named, composed of four of- 
ficers and thirty-two other persons, includ- 
ing State Senator Sidney Cullingham, prin- 
cipal introducer of LB 204, the measure pro- 
viding for appointment of the Omaha Peo- 
ples Power Commission. 


Gas Rates Reduced 


_—_* gas rates, with the exception of in- 
dustrial rates will be cut 74 per cent, as 
the result of a compromise agreement reached 
between the city and the Iowa-Nebraska Light 
& Power Company last month. 

The company had proposed a 34 per cent re- 
duction, amounting to $35,000 per year. The 


city countered with a request for a 10 per 
cent cut, $103,000 annually, and introduced 
an ordinance along such lines. The compro- 
mise of 74 per cent was reached, providing 
for an estimated annual saving of $77,000. 


> 


Oregon 


Rate Cut Blocked 


A emergency order by the state public utili- 
ties commissioner, George Flagg, propos- 
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ing to cut between $700,000 and $800,000 an- 
nually from the electric light and power bills 
of customers of Portland General Electric 
Company, has been blocked temporarily by a 
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restraining order sought by the independent 
trustees of PEPCO, whose duty it is to ob- 


tain all available returns to creditors under 
a reorganization plan. 


Tennessee 


Industrial Users Get Reduction 


A 45 per cent reduction in the industrial 
water rate which apparently would af- 
fect only one large consumer—Rohm & Hass 
Co.—was passed on first reading by the Knox- 
ville utilities board last month. 

The vote was 4 to 1, with Fred W. Keith 
the only member of the board voting against 
the amendment to the water rate schedule. 
Keith voiced his protest saying he thought it 
was unfair to the small consumers. “It may 


show some profit,” he said, “but I think they 
are creating a situation in which we are going 
to have to spend more money. It will mean 
greater wear on our pumping facilities and 
I believe will cost the small consumer a high- 
er rate in the end.” 

Keith also mentioned recent approval of a 
new water sedimentation plant which will 
cost in the neighborhood of $40,000 to $80,- 
000. He insisted that any profit realized un- 
der increase in volume of business would be 
taken up by the cost of the plant. 


Texas 


Natural Gas Tax Sustained 


DECISION favoring the state in the attack 

by the W. R. Davis estate upon constitu- 
tionality of the natural gas production tax 
law was reported from the Galveston Court 
of Civil Appeals last month to Attorney Gen- 
eral Gerald C. Mann. 

The appeals court upheld a trial court deci- 
sion that the law is valid. Attorneys for the 
state were informed that the Galveston Court 
of Civil Appeals confined its ruling to the is- 
sue of taxing recycling operations. The Da- 
vis estate contended that the gas production 
tax should not be applied on the basis of mar- 
ket value of condensates and distillates made 
from natural gas. 

It was the second case favoring state tax 
statutes which the Galveston court has af- 


firmed recently. The other was an attack upon 
the franchise tax law by Houston Oil Com- 
pany and others. 


Transmission Line Ordered 


ONSTRUCTION of a 138,000-volt, 15-mile 

transmission line from the $50,000,000 
Denison dam to the Texas Power & Light 
Company’s substation near Sherman has been 
authorized by the Chief of Army Engineers. 
Plans and specifications for the line have been 
completed. Under Southwestern Power Ad- 
ministration program, power from the dam 
would be distributed to Texas Power & Light 
for war industries for the duration. Materials 
for the line will be furnished by the govern- 
ment. The project is expected to be completed 
within sixty days after work gets under way. 


Wisconsin 


Municipal Purchase Referendum 


RECOMMENDATION that a referendum elec- 
A tion be ordered “at an early date” on mu- 
nicipal purchase of the Madison Gas & Elec- 
tric Company, at a maximum price of $11,- 
000,000, was voted recently by the common 
council’s special negotiating committee. 

The recommendation was contained in a 
report prepared by Special Attorney Harold 
M. Wilkie and City Attorney Harold E. Han- 
son and adopted by the committee as its own. 
It was to be presented to the finance and 
judiciary committees before going to the com- 
mon council. 

The referendum is necessary, Wilkie and 
Hanson advised, to place the city in a position 
to make a “bona fide offer” for the utility “at 
the proper time.” Until a referendum is held, 


the council would have no “binding author- 
ity” to make an offer, Wilkie explained, and 
the city, he said, should be prepared to act in 
competition with private capital, if proceed- 
ings of the Securities and Exchange Commis- 
sion open the way to sale of the company. 
Although President William G. Woolfolk of 
the American Light & Traction Company, 
which owns the Madison utility stock, definite- 
ly repeated that the Madison property is not 
for sale at a meeting with city representa- 
tives in Chicago on October 30th, Wilkie in- 
sisted that a sale to the city is “one way” of 
complying with the SEC dissolution order 
and emphasized that Woolfolk “declined to 
state that the American Light & Traction 
Company would not consider a bona fide of- 
fer” by the city and “could not say his com- 
panies would not be interested in any price.” 
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Reduction of Intrastate Toll Rates to Level of 
Interstate Rates Held to Be Error 


Bie Utah Supreme Court set aside 
an order of the state commission, 
in 45 PUR(NS) 332, requiring Moun- 
tain States Telephone & Telegraph 
Company to reduce its intrastate toll 
rates to the level of interstate rates for 
service handled jointly with AT&T 
Long Lines Department for comparable 
distances. The matter was remanded to 
the commission for a determination as 
to what would be reasonable and just 
rates. 

Mountain States is owned and direct- 
ly controlled by AT&T. From the 
standpoint of establishing rates, the 
court ruled, they must be considered as 
though they were but one company. As 
such, they had established rates under 
which the intrastate subscriber pays 
more for a short haul than an interstate 
subscriber pays for a longer haul over 
the same route and the same facilities. 
This prima facie constitutes unreason- 
able discrimination, the court ruled, for 
a local rate is prima facie unreasonable 
if it is in excess of through rates trav- 
eling the same route. Therefore, the bur- 
den was on the company to justify the 
differences. 

Operating conditions in Utah were 
shown to be unfavorable as compared 
with those in many other sections of the 
United States which go into making the 
average for Long Lines rates, but 
whether Utah conditions were so unfa- 
vorable as to warrant the full differen- 
tials existing was not shown. The com- 
mission was required by state law to find 
a just rate. A finding that Long Lines 
rates were just rates in view of demon- 
strated differences in operating condi- 
tions was, therefore, az‘ *‘rary. 
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The commission argued that since 
this was a proceeding to remove unrea- 
sonable differences in rates, rather than 
one to establish a reasonable rate, the is- 
sue of confiscation became unimportant. 
By such argument, said the court, the 
commission evaded the issue. If any re- 
duction in Mountain States’ present in- 
trastate toll rates would confiscate its toll 
properties, and if, as it contended, it had 
a constitutional right to a fair return on 
its toll properties considered separately, 
this fact would be sufficient justification 
for its present rates. If, in fact, it did 
have such a constitutional right, it could 
not be deprived of it merely by designat- 
ing this as a discrimination case. 

The court reviewed Supreme Court 
and other authorities on the question of 
return as a whole. It reached the conclu- 
sion that the company could not demand 
a fair return upon its toll service as dis- 
tinguished from exchange service. Toll 
and exchange, said the court, are not es- 
sentially separate and distinct classes of 
traffic but are merely individual types of 
service. 

The commission had required the com- 
pany to discontinue a report charge on 
intrastate toll messages not effective for 
interstate toll messages. The court said 
that while the company might not be able 
to complain of this part of the order if 
its over-all returns remained sufficient to 
yield a fair return, the public could com- 
plain and the order requiring discon- 
tinuance of the making of report charges 
was, therefore, arbitrary. If the loss from 
rendering this service were recouped 
from revenues received from rendering 
other services, the exchange user would 
be forced to pay a higher rate so that the 
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person using the report service would be 
able to get this service free. 

Although comparison of rates was said 
to be of little value unless a similarity of 
service and conditions is shown, it was 
held that proof of this similarity be- 
tween rates offered and those in issue 
is not a prerequisite to the introduction 
of comparative rates. Showing of simi- 
larity might go only to the weight of the 
comparison and not to the admissibility 
of the evidence. 

No prejudicial error was found in the 
practice of the commission in swearing 
to a complaint against the company. The 


‘ commission’s 


company contended that this showed that 
the commission prejudged the case. The 
court ruled that while this practice was 
not to be commended, the verification by 
itself was not sufficient evidence to show 
that the commission was prejudiced or 
that it prejudged the case. Swearing that 
the allegations were true to the best of 
their knowledge was not equivalent to 
swearing that they had knowledge that 
the allegations were true. The hearing 
was for the purpose of developing the 
knowledge. Mountain 
States Telephone & Telegraph Co. v. 
Utah Public Service Commission et al. 


e 


Rates Established for Related Telephone 
Companies 


+ "pascal the denial of increased 
rates to Central Indiana Telephone 
Company in June, 1941, the Indiana 
commission undertook an investigation 
of rates of a group of subsidiaries of the 
United Telephone Investment Corpora- 
tion, including Central Indiana, which 
has now resulted in an order reducing 
rates of some of these companies and in- 
creasing rates of others. 

It was shown that all but four of the 
companies were owned entirely by John 
T. Detchon or the United Telephone 
Investment Corporation, which company 
in turn was owned entirely by him. It 
was further shown that for all practical 
purposes these companies constituted 
one operating system. Some of the com- 
panies were making more than adequate 
returns, while others were earning less 
than an adequate return. 

The commission doubted that this was 
the proper time to attempt to adjust rates 
between the various companies in an at- 
tempt to put each individual company 
and individual exchange upon a fair in- 
come basis. In some of the communi- 
ties served by some of the companies 
there had been an influx of workers em- 
ployed in war plants, while, on the other 
hand, in some of the localities there had 
been a migration of people from these 
communities. Furthermore, an attempt 


to adjust the revenues of each company 
and each exchange on a fair return basis, 
said the commission; might invoke the 
law of diminishing return. Some of the 
companies which were making the small- 
est returns were located in communities 
where patrons were least able to pay for 
service, and raising the rates to these 
patrons would doubtless result in many 
patrons dispensing with the use of their 
telephones, this causing a greater loss 
to the company than they would be able 
to realize as a result of increased rates. 

As to the four companies which had 
outstanding common stock not owned by 
either Detchon or the United Telephone 
Investment Corporation, the commis- 
sion considered the rights of minority 
stockholders. Therefore, as to these 
companies the commission felt it neces- 
sary to adjust their rates so that each 
would earn a fair rate of return. 

The companies remaining, after elim- 
inating these, would earn collectively 
upon the basis of the 1942 income, plus 
the estimated increases as a result of in- 
creased toll revenue, less the rate case 
expense amortized over a 5-year period, 
5.29 per cent upon the basis of existing 
rates. 

In view of the fact that the com- 
mission was allowing all Federal taxes 
based upon 1942 experience and con- 
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sidering also the quality of service 
rendered by them, the commission 
thought that this was a fair rate of re- 
turn. 

The commission adjusted the rev- 


enues of the other four companies in 
order to reflect a return of 5.5 per cent, 
which it deemed adequate under the 
circumstances. Re United Telephone In- 
vestment Corp. et al. (No. 15573). 


e 


Successor to Mutual Telephone Company Not 
Permitted to Compete 


N application by Peoples Telephone 
Exchange for a certificate of con- 
venience and necessity to engage in the 
business of affording telephonic commu- 
nication for hire in competition with 
Hanamo Telephone Company, a present- 
ly established corporation, was denied 
by the Missouri commission. Two com- 
missioners dissented. 

The Peoples Telephone Union, a mu- 
tual codperative, was organized by a 
group of farmers in 1902. This mutual 
continued to expand until 1941, at which 
time the owners of the company sur- 
rendered their interest to the new Peo- 
ples Telephone Exchange, for which 
they received shares of stock in the new 
company. 

No attempt was made by the stock- 
holders or officers of the new corpora- 
tion to comply with the Public Service 
Commission Law. They pleaded igno- 
rance of the law even though the contract 
for the sale of the stock provided that 
issuance of the stock should be subject 
to approval of the commission. The old 
mutual company had no long-distance 
connection and neither did the new cor- 
poration. 

The Hanamo Company, by its rates 
and tariffs, was tendering service to any- 
one living in the area. The members of 
the mutual company had available to 
them two avenues of service. They could 
either take advantage of the filed tariffs, 
tules, and regulations of the Hanamo 
Company and receive complete service 
or they could become members of the 
Peoples Telephone Union and receive 
such service as their codperative af- 
forded. In 1941 in the formation of their 
telephone corporation, Peoples Tele- 
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phone Exchange, they still had the same 
avenues of service available. Again they 
chose to form their own corporation 
rather than receive service from the 
available regulated utility. The commis- 
sion discussed the growth of regulation 
and its purposes, and said in part: 

We cannot now after years of diligent 
regulation permit a company, which through 
its predecessor, mutual company, by the ex- 
pediency of unregulated service, by its own 
method of operation and lesser rates, build 
itself to important size, and then come be- 
fore the commission and urge public con- 
venience and necessity to the detriment and 
damage of the regulated utility, which down 
the path of years has been regulated and 
supervised under the Public Service Law 
and its property dedicated to public use, 
without showing that the public utility in 
the field has failed in the discharge of its 
duty. 


The applicant’s position, said the com- 
mission, was not strengthened by the 
fact that it was merely a continuation of 
a mutual codperative system. The Pub- 
lic Service Law had conferred no 
“grandfather rights” upon mutual co- 
Operative telephones. Regulation, said 
the commission, is primarily in the in- 
terest of the public, but to preserve and 
extend this boon to the people, the utility 
so regulated must receive just and equi- 
table treatment. Duplication of service 
would create a telephone burden upon 
the general public. 

When lack of service is due to the elec- 
tion of subscribers themselves and not 
to any failure of the regulated utility, 
the commission could not in good con- 
science permit these subscribers to ob- 
tain the service they desired by a method 
which would destroy an existing regu- 
lated company capable of rendering the 
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desired service. Public convenience and 
necessity, the commission continued, is 
not proven merely by the desire for other 
facilities. It must be clearly shown that 


e 


there is failure, breakdown, incomplete- 
ness, or inadequacy in the existing regu- 
lated facilities. Re Peoples Telephone 
Exchange (Case No. 10,296). 


Surplus Natural Gas Service Restricted 


UTHORITY was granted to Southern 

Counties Gas Company of Califor- 
nia and Southern California Gas Com- 
pany to file an emergency service rule 
limiting surplus natural gas service. The 
rule provides that this service is closed 
(a) to new or former customers not now 
being served gas at any location, (b) to 
customers for equipment now served gas 
on other than surplus schedules, (c) to 
present surplus customers for equip- 
ment using other fuels. 

The California commission may by 
rule, order, or otherwise establish or per- 
mit such exceptions from the conditions 
of this rule as it may consider just and 
reasonable. The emergency rule and 
regulation is to terminate six months 
after declaration of an armistice with 
Germany, Italy, and Japan in World 
War II unless extended by action of the 
commission. 

Owing to sharply increased loads re- 
sulting both from civilian and war de- 
mands, requirements for gas in southern 
California have outstripped the ability 
fully to meet such demands. Conditions 
relative to supplying so-called surplus 


gas have changed materially. Recently 
the amount and availability of surplus gas 
developed from oil wells have continually 
declined and it has been necessary to aug- 
ment oil well gases with gas secured from 
dry gas wells. 

Observing that gas has been drawn 
from underground reservoirs that had 
had gas reinjected and stored in the 
ground at considerable cost to provide 
for peak load demands in the winter sea- 
son, the commission said: 

. . . it would appear most unreasonable to 

interpret that the utility is obligated to draw 

on such reinjected’ gas in underground 
reservoirs to meet any existing or future 

surplus gas loads. 2 

Because of these conditions it would be 
most wasteful and uneconomical to use and 
consume the limited dry gas resources avail 
able to the southern California market in 
large volumes under the low-priced surplus 
industrial tariffs. Certainly, such gas should 
be conserved as much as possible to meet 
the higher use requirements of the utilities’ 
firm customers, and thus prolong by many 
years the service life of the existing re- 
serves. 

Re Southern Counties Gas Co. et al. 
(Decision No. 36518, Application Nos. 
25705, 25706). 
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Commission Asserts Authority to Bar Discrimination 


At Bus Depot 


- . . to the Kentucky commis- 
sion by Smoky Mountain Stages, 
Inc., charging, among other things, 


that Union Bus Depot of Knox- 
ville had violated rules and regulations 
of the commission by refusing to call 
the destination, principal intermediate 
points, and points of interchange, and 
had failed and refused to give accurate 
information to the traveling public re- 
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garding departure of busses, has been 
sustained. The Union Bus Depot is op- 
erated by a corporation composed of the 
Atlantic Greyhound Corporation, the 
Tennessee Coach Company, South- 
eastern Greyhound Lines, and White 
Star Line, all of which are common 
carriers operating bus transportation 
systems and holding certificates from 
the commission. 
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It was the contention of the defend- 
ants (1) that the commission has no ju- 
risdiction over bus terminals or the oper- 
ation of bus terminals, (2) that the com- 
mission has no jurisdiction over bus 
terminals especially as respects inter- 
state commerce operated in and out of 
such terminals, (3) that the commission 
has no right or authority to make any 
rule or regulation, the effect of which 
would be to impair the obligation of a 
contract made and entered into in good 
faith between the bus company and the 
complainant, (4) that the commission 
has no jurisdiction or control over the 
Union Bus Depot because it is a sepa- 
rate and distinct corporation and legal 
entity, not a motor carrier. The commis- 
sion said : 

Without attempting to pass upon the ques- 
tion of the existence of contract relation- 
ship or to determine the terms and condi- 
tions under which complainant is using the 
facilities of the Union Bus Depot at Knox- 
ville, Tennessee, the commission is of the 
opinion that it does have jurisdiction over 
bus terminals and/or depots operated by 
common carriers and that it is the duty of 
the commission to see to it that adequate 


terminal facilities are provided. In the in- 
stant case the real parties are the traveling 
public and there is no question but what 
the public traveling between Knoxville, 
Tennessee, and Asheville, North Carolina, 
is being discriminated against. In making 
this statement the commission does not at- 
tempt to pass upon the question of who is 
responsible for such discrimination. It is the 
duty of complainant, Smoky Mountain 
Stages, Inc., to provide adequate terminal 
facilities at Knoxville, Tennessee, and to 
see to it that all necessary information is 
given to the traveling public and the depar- 
tures and destinations of its busses properly 
called. On the other hand, whether there is 
a contract or not, so long as the Union Bus 
Depot permits complainant to operate its 
busses in and out of the Union Bus Depot at 
Knoxville, Tennessee, it is the duty of said 
Union Bus Depot to give all necessary in- 
formation to the traveling public and to ac- 
cord to complainant the same treatment that 
it accords to all other transportation sys- 
tems operating in and out of said station. 
It is the opinion of the commission that 
the provisions of a contract providing for 
discrimination and mistreatment of the 
traveling public would not be valid. 


Smoky Mountain Stages, Inc. v. Union 
Bus Depot et al. (Special Docket No. 
MC-14). 
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Operator of Large Farm Entitled to Residential 
Electric Rate 


COMPLAINT by a farmer against 
A Gasification as a commercial cus- 
tomer was sustained by the New York 
commission. Service was being supplied 
under the residential rate to one of his 
farms and to all other customers on the 
line except a school house and his other 
farm. 

The farm served under the commercial 
rate consisted of 230 acres on which 
there were 3 houses, a cow barn, a 
hen house, and an incubator room with 
6 incubators having a total capacity of 
60,000 eggs. There were 35 head of cattle 
and from 3,000 to 5,000 turkeys on the 
premises. Four or five men were em- 
ployed steadily and from three to five 
men intermittently. The tenant houses 
were occupied by men who worked on the 
farm for ordinary farm work and rais- 
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ing turkeys, but not for incubator work. 
In addition to the operations normally 
expected on a dairy farm, the customer 
hatched from 112,000 to 172,000 eggs 
per year for himself and about 8,000 
eggs per year for others. 

The company took the position that the 
operation was a factory, not a farm, and 
the killing, dressing, and shipping of tur- 
keys was processing and that custom 
hatching was not an ordinary business 
for farmers. An electrically heated in- 
cubator had recently been installed. 

In view of the fact that the residential 
rate of the company was not restricted 
to use in individual residences and the 
company was rendering service under it 
to at least one other farm with more 
than one residence, the commission saw 
no basis for classifying this farm as 
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commercial. The record, it was said, did 
not contain any facts to justify a con- 
clusion that the customer was conduct- 
ing a manufacturing or processing busi- 
ness other than the processing of poultry 
raised on his farm. The question of 
whether or not he was doing custom 
hatching for others, said the commis- 
sion, was disposed of when he estab- 
lished that he had not done any such 
work for at least three years and cer- 
tainly not since electric service was 
made available to his farm in 1941. The 
company was required to transfer the 
complainant from the commercial rate 
to the residential rate. 

Complaints against failure of the com- 
pany to extend its lines to certain appli- 


_ Indiana commission authorized 
a temporary and emergency in- 
crease in rates of a telephone company 
where, under present rates, the utility 
lacked sufficient revenue to meet oper- 
ating expenses and under new rates the 
return would be less than 24 per cent. It 
was said to be apparent that the company 
should have its rates increased. Re 
Bremen Telephone Corp. (No. 16055). 


The Massachusetts Department of 
Public Utilities held that it had no juris- 
diction to order a refund to a customer 
contending that it should have been given 
personal notice of a new rate classifica- 
tion when the classification became ef- 
fective and available to serve its require- 
ments. The customer had continued for 
some time under the higher rate classifi- 
cation before it learned of the existence 
of a new classification. Paramount Cloth- 
ing Co. v. Boston Consolidated Gas Co. 
(DPU 7110). 


The supreme court of Washington 
held that a court, in entertaining an ac- 


Note.—The cases above referred to, where decided by courts or re 
will be published in full or abstracted in Public Utilities 
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cants were also considered. In some in- 
stances extensions had been certified by 
the county war board and use of critical 
materials approved by the WPB. In 
other instances, no application had been 
made to the Federal agencies. 

The commission made the following 
further statement: 

The company has an obligation to render 
service to applicants in the territory served 
by it who comply with the provisions of 
the filed schedule. The company should proc- 
ess such applications in the order in which 
they are received, and construct extensions 
promptly when authorized by the various 
Federal agencies which allocate critical 
materials. 


Timerman et al. v. LaFargeville Elec- 
tric Light Co. (Case 10821). 


e 


Other Important Rulings 


tion involving the reasonableness of 
sewerage rates, may consider only 
whether the rates are unreasonable, arbi- 
trary, and capricious and may not estab- 
lish a new rate. Port Orchard v. Kitsap 
County, 141 P(2d) 150. 


A Federal District Court held that the 
Interstate Commerce Commission, in 
passing upon an application for a cer- 
tificate under the grandfather clause of 
the Motor Carrier Act, need not accept 
evidence on the question of public neces- 
sity ; that the question of what period of 
time will constitute an interruption of 
service barring issuance of a certificate 
must depend upon the particular facts 
in each case; that an unapproved trans- 
fer of a claim to such a certificate does 
not confer upon the transferee a condi- 
tional right to carry on the business ; and 
that an adverse decision does not consti- 
tute a violation of the due process clause 
of the Constitution if it puts an applicant 
out of business. Transamerican Freight 
Lines, Inc. v. United States et al. 51 F 
Supp 405. 
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MISSOURI PUBLIC SERVICE COMMISSION 


Re Missouri Electric Power Company 
et al. 


[Case No. 10,297.] 


Consolidation, merger, and sale, § 20 — Purchase price. 
1, The Commission, in passing upon the purchase price of properties cov- 
ered by an application for authority to transfer, need only determine wheth- 
er or not there is a value sufficient to support the authorizations which the 
Commission is asked to grant, p. 270. 


Consolidation, merger, and sale, § 25 — Transfer to codperative corporation — Un- 
proven scheme of socializing electrical industry. 
2. An application for approval of the sale of electric utility properties to 
a cooperative and for authority to the cooperative to operate the properties 
cannot be denied on account of an alleged but unproven scheme of socializ- 
ing the electrical industry in the state or merely because the purchaser is a 
cooperative rather than a public utility operating for a profit, p. 271. 


Consolidation, merger, and sale, § 6 — Jurisdiction of Commission — Charter pow- 
ers of purchaser. 
3. The Commission, in passing upon an application for authority to trans- 
fer utility property to a codperative corporation and for authority of the co- 
Operative to operate, is not required to determine whether the charter powers 
granted by the state to the cooperative are powers which are authorized by 
the statutes under which the corporation was incorporated, p. 272. 


Consolidation, merger, and sale, § 62 — Scope of proceeding — Corporate power. 
4. The corporate power of a codperative corporation is not properly an issue 
in a determination by the Commission of the question whether a transfer of 
property to the codperative should be authorized and the cooperative be au- 
thorized to operate the properties; if the Commission grants authority, it 
does not thereby adjudicate corporate power, enlarge the same, or confer 
any new powers, but simply permits the codperative to exercise the rights 
and privileges presumably already conferred upon it by state charter, p. 272. 


Corporations, § 13 — Charter powers — Codperatives. 
5. A cooperative corporation, authorized by its certificate of incorporation 
to acquire and operate electric properties as a public utility, was held to 
possess the necessary corporate powers, as against contentions that the cor- 
poration was unlawfully incorporated under Art 28, Chap 102, Rev Stats 
Mo 1939, enacted in 1919, p. 272. 


Consolidation, merger, and sale, § 6 — Jurisdiction of Commission — Sale to co- 
Operative — Federal loan. 
6. The right and power of the administrator of REA to make a loan to a 
cooperative corporation is not for the state Commission to determine on an 
application for authority to transfer utility properties to the corporation and 
to operate the same, p. 274. 
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Commissions, § 11 — Removal from jurisdiction — Change to rural coéperative, 
7. A cooperative corporation organized to serve not only its members but 
also the public generally within its authorized area cannot convert itself into 
a rural cooperative upon which no duty to serve the public generally is im- 
posed, and thereby remove itself from the jurisdiction of the Commission 
with respect to such matters as service, rates, and management, p. 275. 


Consolidation, merger, and sale, § 19 — Public interest — Detriment. 
8. The Commission, in passing upon a proposed sale of utility property, must 
determine whether or not the transfer is detrimental to the public interest 
and whether or not the public will be put to any disadvantage, p. 276. 


Consolidation, merger, and sale, § 2 — Right of owner to sell. 
9. A property owner should be allowed to sell unless it would be detrimen- 
tal to the public to do so, p. 276. 


Consolidation, merger, and sale, § 42 — Sale of unit or in parts. 
10. A sale of a public utility system to a cooperative corporation as a unit 
should be approved as preferable to a dismemberment and sale in parcels, if 
the purchaser is qualified to own and to operate the system and if it is not 
detrimental to the public for it to do so, p. 276. 


Consolidation, merger, and sale, § 25 — Objections — Officers and management of 
purchaser. 

11. Testimony concerning limited qualifications of men who will operate a 
cooperative corporation acquiring properties from a utility company does not 
warrant denial of approval of the sale and of authority to the cooperative to 
operate as a public utility when the cooperative is to have the services of the 
seller’s superintendent whose experience relates not only to this particular 
property but to operations in urban fields, officers of the codperative are ex- 
perienced in the operation of Federal REA’s in rural areas (including cities 
up to 1,500 population), and it is reasonable to expect that the REA ad- 
ministrator on account of a loan will give substantial aid in the solution of 
problems which may arise, p. 277. 


Consolidation, merger, and sale, § 25 — Objections — Franchise expiration — Pos- 
sible municipal ownership. 
12. Approval of a sale of utility property to a cooperative corporation should 
not be withheld either on account of, or to await, the possibility that as 
franchises in certain cities shall expire the cities might establish and operate 
their own municipal plants, p. 278. 


Consolidation, merger, and sale, § 25 — Objections — Speculative profits. 
13. Approval of the sale of utility properties to a codperative corporation 
should not be refused on the ground that speculators will profit by the trans- 
action, particularly where there is no proof to sustain the contention that 
this will be the case, p. 279. 


Consolidation, merger, and sale, § 40.1 — Objections — Losses in taxation — Co- 
Operative corporations. 
14. The possibility that taxing authorities might fail to do their duty in tax- 
ing a cooperative corporation would not constitute any reason for the Com- 
mission to deprive a public utility company of the opportunity to sell its 
property to the codperative or of the cooperative to buy and to operate the 
properties, p. 279. 
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Security issues, § 99 — Debt ratio — Codperative corporation. 
15. A cooperative corporation proposing to acquire utility properties and to 
issue 2 per cent capital stock and 98 per cent long-term indebtedness is not 
harmfully undercapitalized when the stockholders are consumers whose in- 
terest goes far beyond the incidental dividends on their small investments of 
$5 each for one share of stock, the codperative is not organized for profit, 
the long-term indebtedness is evidenced by a single negotiable promissory 
note to the United States, and the long-term indebtedness is no more than 
67 per cent of the value of the system, leaving at least 31 per cent of the 
value unabsorbed by a stock issue or indebtedness, p. 279. 

Certificates of convenience and necessity, § 81.1 — Codperative electric corporation 

— Purchaser of utility property. 

16. Permission and authorization should be granted to an electric codpera- 
tive corporation for the maintenance and operation of facilities and proper- 
ties in territory wherein a public utility company selling its properties to the 
cooperative holds operating rights, p. 281. 


unit 9 Mutual companies, § 1 — Duties of codperative corporation. 


ls, if 17. A cooperative corporation which is accorded all the privileges of a public 
$ not utility and is permitted to acquire public utility property must operate under 
the same regulations which the Commission requires of other public utility 

fit of organizations, p. 281. 

Depreciation, § 35 — Necessity of providing for — Codperative corporation — 
ates Debt amortization. 
5 not 18. An electric codperative corporation which has been accorded all the 
ve to privileges of a public utility must carry a proper and adequate depreciation 
vf the account in accordance with the rules, regulations, forms, and classification of 
‘cular accounts of the Commission, and the fact that it pays monthly upon an amor- 
e ex- tization plan to reduce its long-term debt does not displace the necessity of 
cities setting apart and retaining in a proper account and amount such depreciation 
\ ad- reserves, p. 281. 


on of M Security issues, § 88 — Notes and mortgage — Federal loan to coéperative — Rela- 
tion to property cost and value. 

Pes 19. An electric codperative corporation acquiring the properties of a public 

utility company should be authorized to execute and deliver its mortgage or 

deed of trust to secure a note for a loan by the Federal government, bear- 


hould ing interest at 2.48 per cent and to be amortized in twenty-five years, when 
<= the loan, although close to the base price of the property, does not exceed 


67 per cent of its value, p. 282. 
(Witson, Commissioner, dissents.) 
[October 4, 1943.] 


PPLICATION of electric utility company and power codpera- 

tive corporation for orders authorizing sale of property, 

issuance of stock by buyer, issuance of note and mortgage by buy- 

er, and exercise by buyer of corporate franchise and operating 
rights; granted. 


¥ 


By the ComMIssION: The joint ap- Company and Sho-Me Power Co- 
plication of Missouri Electric Power operative was filed on October 27, 
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1942, and was amended at the hear- 
ing, but will be hereinafter called the 
application. Many asked, and were 
allowed, to intervene. Interveners 
filed pleadings named variously as pro- 
tests, remonstrances, answers, or 
otherwise named as they chose to 
name them. 

A petition to intervene and to pro- 
test was filed by Arkansas-Missouri 
Power Corporation, Missouri Utili- 
ties Company, Empire District Elec- 
tric Company, Consumers Public 
Service Company, City Light and 
Traction Company, East Missouri 
Power Company, Kansas City Power 
& Light Company, Missouri Edison 
Company, Missouri Gas & Electric 
Service Company, Missouri Power & 
Light Company, Missouri Public 
Service Corporation, St. Joseph Rail- 
way, Light, Heat and Power Com- 
pany, Springfield Gas and Electric 
Company, and Ozark Utilities Com- 
pany. The intervention was allowed, 
and the pleading remained as a pro- 
test. Other filings were made by city 
and county authorities, who were also 
allowed to intervene, some being for- 
mal pleadings and others as state- 
ments, resolutions, protests, or orders, 
indicating the position of the mu- 
nicipalities or county on the issues 
herein and all of which were accept- 
ed as pleadings herein, by the cities of 
Cuba, Richland, Seymour, Frederick- 
town, Doniphan, and Wright County, 
Missouri. 

A hearing was held before members 
of this Commission, beginning on De- 
cember 2, 1942, which extended sev- 
eral days. Time for filing briefs was 
extended to all on their requests, and 
all were timely filed. The record is 
voluminous. The appearances follow: 
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APPEARANCES: Henry C, Salveter, 
Sedalia, Louis Gorrin, St. Louis, 
Gregory C. Stockard, Jefferson City, 
and John Dalton, Kennett, for Sho- 
Me Power Cooperative; Richard 
Jones, New York city, and A. P. 
Stone, Jr., Springfield, for Missouri 
Electric Power Co.; C. G. Beckham, 
Steelville, for city of Cuba; R. I, 
Meagher, Fredericktown, and C. P. 
Damron, Farmington, for city of 
Fredericktown ; Macye Maness, Doni- 
phan, for the city of Doniphan; 
Claude Arnold, Puxico, for the city 
of Puxico; Frank R. Collier, Hart- 
ville, and M. J. Huffman, Hartville, 
for Wright county; A. Z. Patterson, 
Kansas City, Roscoe Conkling, St. 
Joseph, Ludwick Graves, Kansas City, 
R. K. McPherson, Joplin, R. B. Oli- 
ver, Jr., Cape Girardeau, and Everett 
Reeves, Caruthersville, for the inter- 
veners. 


Authority Asked Herein 


By the application filed, the approv- 
al of this Commission is sought and 
its authorization is asked for these 
particular actions: 

1. The sale and transfer by Mis- 
souri Electric Power Company (here- 
inafter called M.E.P.) of all its prop- 
erties, rights, and franchises to Sho- 
Me Power Cooperative, Inc. (herein- 
after called Sho-Me) in accordance 
with the terms of the sale contract 
filed herein. 

2. The issuance and sale at par of 
10,010 shares of the capital stock of 
“Sho-Me” at $5 per share, pursuant 
to the amendment made during the 
hearing. 

3. The issuance by “Sho-Me’” to the 
United States of America of a note 
in the amount of $2,504,000, bearing 
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interest at 2.48 per cent and the exe- 
cution and delivery of a mortgage, in 
the form submitted with the applica- 
tion, covering all the properties and 
assets of ““Sho-Me,” to secure the note. 

4. The granting of authority and 
permission to ““Sho-Me” to operate 
said properties under its corporate 
powers and the franchises and rights 
acquired from M.E.P., as a public util- 
ity corporation. 


Interveners’ Contentions in Their 
Briefs 

We required the interveners to file 
the first briefs and they did so. They 
plead, and in their briefs urge, many 
points which will be specifically out- 
lined in the opinion which follows. 
However, and in addition thereto, they 
have also outlined, in more general 
terms, and urge the following points: 

1, The vital question in this pro- 
ceeding involves the policy of the state 
of Missouri with respect to the regu- 
lation of public utilities, in so far as 
they affect the public interest, and in 
the performance of the public duty to 
which their franchises from the state 
and from the municipalities bind it. 

2. The application presents a plan 
for the financing, the control, and the 
supervision of an electric utility oper- 
ating solely in Missouri, which show 
absolute and dominating control by 
REA, with the ultimate plan to social- 
ize the electric industry of Missouri as 
has been done in Nebraska, Tennessee, 
and other states. 

3. Private public utilities owe a duty 
to the thousands of electric consum- 
ets whom they serve and to the thou- 
sands of investors who own their 
stocks and bonds, to protect their prop- 
etties and systems from dismember- 
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ment and from destruction by the com- 
petition of public power systems 
financed entirely from the Treasury 
of the United States. 

4. There is no power shortage in 
Missouri. There has been consistent 
and orderly development of the elec- 
tric utility business of the state for 
more than twenty-five years. And 
certain of these interveners have in- 
stalled and placed in operation in vari- 
ous (named) points in Missouri mod- 
ern and efficient electric generating 
stations of large capacity with trans- 
mission systems, power supply, and 
interconnection contracts whereby 
electric service has been adequately 
supplied to all regions of the state in- 
cluding the smaller towns and com- 
munities, from adequate power 
sources. 

5. That the acquisition of electric 
utility properties by REA codperatives 
and the building of duplicative plants 
and systems, all with acquisition, build- 
ing costs and deficits of operation 
financed by loans from the U. S. 
Treasury, is certain to cause disrup- 
tion of the integrated electric utility 
business of the state as now conducted. 

6. The power of this Commission 
in determining what effect a proposed 
transfer of ownership of a public util- 
ity system will have on the public in- 
terest extends to the determination of: 

(a) Whether the approval of a plan 
for conversion of an electric system 
from private ownership and regula- 
tion to public ownership and nonregu- 
lation, partial regulation, or temporary 
regulation, will establish a precedent 
for vast and revolutionary changes of 
utility operation in Missouri affecting 
all electric consumers therein. 

(b) Whether the interest of 9,000 
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attached consumers of the M.E.P. elec- 
tric system, will be harmfully affected 
by the proposed transfer to a REA co- 
Operative. 

(c) Whether the laws of Missouri 
have been complied with in the organi- 
zation of “Sho-Me” and whether the 
laws of Missouri authorize public util- 
ity operation by the cooperative. 

(d) Whether the  codperative’s 
operation is to be conducted by an in- 
formed and competent management, 
and whether the cooperative has any 
definite program for securing a power 
supply for the future in order that 
there may be a continuity of service 
to the public. 

(e) Whether there is a probability 
of dismemberment of the system and 
future unprofitable operation by denial 
of municipal franchise authorization 
and by municipal ownership. 

(£) Whether the segregated groups 
of the system are so widely scattered 
and isolated as to make successful and 
efficient integrated operation impossi- 
ble, in view of the consistent lack of 
financial success of the M.E.P. opera- 
tions. 

(g) Whether service will be offered 
to all consumers who apply, without 
discrimination, and without undue or 
unreasonable prejudice or disadvan- 
tage, to any person or locality, and 
every other condition which may affect 
safety of service, continuity of service, 
adequacy of service, efficiency of serv- 
ice, and reasonableness of rates. 

7. “Sho-Me” proceeds herein in 
violation of express provisions of the 
law, and attempts to finance its pur- 
chase of public utility properties in 
violation of settled principles of regu- 
lation and in violation of the express 
purposes of an act of Congress, and 
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this application should be denied in the 
public interest. 

8. The proposed management of 
“Sho-Me,” with its present inadequate 
and limited facilities, and with exist- 
ing power supplying contracts to ex- 
pire in four years, cannot permanently 
supply the demands for public service, 

9. The “cushion or credit” is insuf- 
ficient, and “Sho-Me’” does not intend 
to maintain a depreciation reserve, al- 
though professing to subject itself to 
the regulation and jurisdiction of this 
Commission. 

10. Under Missouri statutes, “Sho- 
Me” could divest itself at any time of 
the jurisdiction of this Commission, 
without seeking authority for such ac- 
tion from it. 

11. Speculators in reorganization 
securities may profit if this sale is con- 
summated at an excessive price. The 
public interest does not extend to pro- 
tection of speculators. 

12. The opposition of the munici- 
palities and the county with one excep- 
tion stated and testified that it was not 
the intention of the cities and towns 
to permit REA to permanently take 
over and operate the electric distribu- 
tion systems in their respective munic- 
ipalities, and others vigorously op- 
posed the plan in its entirety. 

13. The law was not followed in 
increasing the capital structure of 
“Sho-Me” nor complied with in that 
10 per cent thereof has not been paid 
in previously to engaging in business. 

14. The differences in social and 
economic conditions, and in the density 
of rural populations, among the vari- 
ous sections of the territory served by 
M.E.P. will put upon one section an 
undue burden of the cost of supplying 
electrical energy to the other. 
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15. There is no authority of law for 
“Sho-Me” to borrow money for the 
purpose of purchasing or of owning 
and operating either an ice plant or a 
water plant. 

16. The properties of “Sho-Me,” if 
this application is approved, will be 
assessed for taxation at a lower 
amount than is assessed against 
M.E.P. and will result in the loss of 
substantial amounts of taxes now re- 
ceived by the counties, cities, school, 
and road districts in the M.E.P. terri- 
tory. 


Applicants’ Contentions in Their Brief 


The applicants filed a joint brief 
(following the filing of protestants’ 
brief as ordered by us) in which the 
following among other points within 
their pleading are made: 

1, The question of corporate exist- 
ence or capacity of “Sho-Me” is not 
an issue in this case in that, 

(a) Corporate existence can only 
be attacked in a direct proceeding. 

(b) Corporate capacity is a legal 
question for the courts. 

2. But, if in issue, “Sho-Me” was 
validly incorporated and has corporate 
power to own and operate M.E.P.’s 
properties in that, 

(a) Article 28, Rev Stats Mo 1939, 
authorizes formation of corporations 
to generate and sell electricity. 

(b) “Sho-Me” is authorized to pur- 
chase and operate the ice and water 
properties of M.E.P. 

3. The power of the REA Adminis- 
trator to lend to “Sho-Me,” while 
clear, is, by the Commission’s recent 
tuling, not a proper subject of inquiry 
in this proceeding. 

4. A comparison of “Sho-Me” with 
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M.E.P. with respect to operations and 
the improved financial condition if the 
transfer is made, is fundamental in 
considering public interest, and dis- 
closes positive benefits, decisive of is- 
sue, which are not controverted. 

5. While facts show positive public 
benefits from proposed transfer, Com- 
mission’s inquiry need only be whether 
the proposed transfer is detrimental to 
public interest. 

6. “Sho-Me’s” capital structure dis- 
closes important advantages over that 
of M.E.P. in relation to both earn- 
ings and assets. And “‘Sho-Me’s” cap- 
ital structure is far sounder than that 
of M.E.P. 

7. The Securities and Exchange 
Commission has approved M.E.P.’s 
proposed sale to “Sho-Me”; there is 
no investing public to consider in this 
case and equity financing is neither 
practicable, applicable, nor preferable 
in the case of a nonprofit cooperative. 

8. The character, personnel, and 
program of “Sho-Me” assure opera- 
tion of facilities in the public interest 
and consumer sentiment favors the 
proposed sale to “Sho-Me.” 

9. Other positive benefits resulting 
from proposed transfer are that rates 
will be substantially reduced, consum- 
ers will be given an opportunity to par- 
ticipate in the management of “Sho- 
Me,” and service will be extended after 
the war into adjacent rural areas. 

10. The contract price of proposed 
purchase is reasonable. Piecemeal dis- 
position of M.E.P. is irrelevant and 
approval of proposed sale is required 
to avoid hardship upon M.E.P. and 
upon its consumers. 

Other points made are shown in the 
opinion to follow. 
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Our Finding of Facts 


Upon a consideration of the evi- 
dence we find the following to be the 
facts: 

One of the applicants herein (the 
seller) is the Missouri Electric Power 
Company (hereinafter called M.E.P.). 
It is a public utility corporation duly 
organized and existing under the laws 
of the state of Missouri and is under 
our regulatory jurisdiction. It owns 
and operates electrical generation and 
distribution plants and transmission 
lines in nineteen Missouri counties, 
with substations and other property 
used in the sale of electric energy. 
Also, and in that connection, it owns 
and operates three ice plants, and a 
water production and distribution sys- 
tem. Its principal office is at Spring- 
field, Missouri. 


The other applicant (the buyer) is 


the Sho-Me Power Cooperative, Inc. 
(hereinafter referred to as “Sho- 


Me’). It is a coOperative corporation 
duly organized and incorporated by 
the certificate to that effect issued by 
the secretary of state of the state of 
Missouri, on October 23, 1941, under 
Art 28, Chap 102, Rev Stats Mo 1939, 
which it is claimed, authorizes the for- 
mation of cooperative associations for 
the purpose of conducting mercantile 
business on the codperative plan. It 
was so organized and incorporated 
with an authorized capital stock of 
$3,000, being 600 shares of the par 
value of $5 each, and with the declared 
purpose of operating electric utility 
service to its shareholders. Its princi- 
pal place of business was designated to 
be Columbia, Missouri. 

Sho-Me Power Cooperative, Inc. 
was incorporated by twenty-six per- 
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sons who are members and active of. 
ficers in twenty-six out of thirty-on 
Rural Electric Cooperatives organized 
and operating in Missouri under the 
Federal Rural Electrification Act of 
Congress. Three others out of such 
thirty-one cooperatives have since 
“joined.” Its board of directors js 
made up entirely from persons living 
in various sections of this state, a ma. 
jority in north Missouri, and who are 
officers in the last-mentioned organiza- 
tions. These thirty-one cooperatives 
are now supplying 31,143 farmers in 
Missouri with electricity. 

On October 13, 1942, its Articles 
of Incorporation were amended (and 
which were certified to us by the secre- 
tary of state), to increase the capital 
stock to $75,000 composed of 15,000 
shares of the par value of $5 each, and 
the purposes were enlarged to include 
electric service also “for the public 
generally.” And according to the in- 
corporation records of the state as cer- 
tified to us, the capital stock is $75,000 
and it is authorized to transact busi- 
ness as follows: 

“Third. The conduct of the busi- 
ness of the cooperative shall be upon 
the codperative plan and the purposes 
for which it is formed are: 

“(a) to generate, manufacture, pur- 
chase, acquire, and accumulate electric 
energy for its shareholders and for the 
public generally, and to transmit, dis- 
tribute, furnish, sell, and dispose of 
such electric energy to its shareholders 
and to the public generally ; and to con- 
struct, erect, purchase, lease as lessee 
and in any manner acquire, own, hold, 
maintain, operate, sell, dispose of, lease 
as lessor, exchange and mortgage 
plants, buildings, works, machinery, 
supplies, apparatus, equipment, and 
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dectric transmission and distribution 
fines or systems necessary, convenient, 
or useful for carrying out and accom- 
lishing any or all of the foregoing 
purposes ; 

“(b) to acquire, own, hold, use, ex- 
ecise, and, to the extent permitted by 
aw, to sell, mortgage, pledge, hypothe- 
ate, and'in any manner dispose of 
franchises, rights, privileges, licenses, 
tights of way, and easements neces- 
ary, useful, or appropriate to accom- 
lish any or all of the purposes of the 
cooperative ; 

“(c) to purchase, receive, lease as 
lessee, or in any other manner, acquire, 
own, hold, maintain, use, convey, sell, 
kase as lessor, exchange, mortgage, 
jledge, or otherwise dispose of any 
and all real and personal property or 
any interest therein necessary, use or 
appropriate to enable the cooperative, 
to accomplish any or all of its pur- 
poses ; 

“(d) to borrow money, to make and 
issue bonds, notes, and other evidences 
of indebtedness, secured or unsecured, 
for moneys borrowed or in payment 
for property acquired, or for any of 
the other objects or purposes of the co- 
Operative; to secure the payment of 
such bonds, notes or other evidences of 
indebtedness by mortgage or mort- 
gages, or deed or deeds of trust upon, 
or by the pledge of or other lien upon, 
any or all of the property, rights, privi- 
kges or permits of the codperative, 
wheresoever situated, acquired or to 
be acquired ; and 

“(e) to do and perform, any and all 
acts and things, and to have and exer- 
tise any and all powers, as may be nec- 
‘sary or convenient to accomplish any 
ot all of the foregoing purposes, or 
a& may be permitted by the act un- 
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der which the codperative is formed.” 

The properties to be sold, assigned, 
and transferred by the Missouri Elec- 
tric Power Company to Sho-Me Co- 
operative under the contracts herein- 
after detailed are seven generating 
plants, six of which are combustion 
engine plants, located at Sullivan, 
Mountain Grove, Willow Springs, 
Newburg, Puxico, Doniphan, and the 
Niangua hydroelectric plant at Tunnel 
dam, three ice plants located at Pux- 
ico, Doniphan, and Willow Springs, 
and one water system at Puxico. The 
properties also included are approxi- 
mately 370 miles of 33-kilovolt, 22- 
kilovolt, and 13.8-kilovolt transmis- 
sion lines, 37 substations and 43 dis- 
tribution systems, together with all 
lands, easements, rights of way, fran- 
chises, permits, privileges, consents, 
and all other rights held for use or ac- 
quired in connection with said plants, 
substations, lines, and systems. This 
distribution system serves electric 
energy in about 50 or more cities, 
towns, and communities in 19 coun- 
ties named in the application. 

There are two main transmission 
lines of the M.E.P. system which are 
connected at Marshfield and run there- 
from, one to Sullivan and the other to 
Winona, Missouri, each having some 
branches extending to reach some 
other points and all are integrated. All 
the generation plants, except the com- 
bustion plants at Puxico and Doni- 
phan, are connected with the last- 
described integrated main and branch 
lines. There are three isolated areas 
of this M.E.P. system which have no 
physical connection or integration 
with each other or, of course, with said 
main integrated system. One is the 
Doniphan-Neelyville group, reaching 
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and serving Doniphan, Oxley, Naylor, 
and Neelyville, with transmission lines 
connecting them; one is the Pusico- 
Advance group reaching and serving 
Puxico, Sturdivant, Advance, Painton, 
Bell City, Perkins, and Randles, with 
transmission lines connecting them; 
and the other is the Fredericktown 
group interconnected to serve Freder- 
icktown and Marquand. 


The transmission lines serving the 
Doniphan-Neelyville group are con- 
nected at a point on the boundary line 
between Arkansas and Missouri south 
of Oxley with the Arkansas-Missouri 
Power and Light Company and from 
which the M.E.P., under a contract 
now running from month to month, 
purchases power in addition to that 
generated at Doniphan to serve the 
cities, towns, and localities of that 
group. The contract was formerly a 
15-year contract which has expired. 


From Union Electric at Fredericktown 
“ Union Electric at Sullivan 
“Empire District at Marshfield 


“Missouri General Utilities at Delta 
“ 


The transmission lines serving the 
Puxico-Advance group are connected 
at Delta with the Missouri Utilities 
Company from whom electric power 
in addition to that generated at Pux- 
ico is obtained to serve the cities, 
towns, and communities of that group, 
under a contract with about four years 
yet to run. The M.E.P. has no gen- 
erating plant with which to serve elec- 
trical power to Fredericktown and 
Marquand and buys all the necessary 
power to do so from the Union Elec- 
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tric Light & Power Company, under 
a contract with about four years yet 
to run. In addition to the electric 
power obtained from the M.E.P.’s fiye 
other generation plants, including the 
Niangua Hydro Plant at Tunnel dam, 
the M.E.P. buys from the Empire Dis. 
trict Electric Company, delivered near 
Marshfield and from the Union Elec. 
tric Light & Power Company delivered 
at Morrilltown (near Sullivan) suff- 
cient additional electric energy to serve 
the cities, towns, and communities in- 
tegrated to the two main lines under 
contracts each with about four years 
yet to run. The major portion of all 
electric power used by M.E.P. to serve 
its customers is bought, instead of pro- 
duced by it. The following table in- 
dicates the amount of electric energy 
purchased in 1941 and the price paid 
therefor, as follows: 


1,784,280 kw. hr. 1.16¢ 


“ “ 


The average cost price of electric ener- 
gy purchased was .97 cents per kilo- 
watt hour. 

For the year 1941 the M.E.P. gen- 
erated 9,202,556 kilowatt hours of 
which the Hydro electric plant generat. 
ed 8,512,850 kilowatt hours, and the 
other generating plants of the M.ELP: 
generated 689,706 kilowatt hours. The 
generating plants of the M.ELP., in 
cluding the Hydro electric plant, ar¢ 
unable to supply the needs of the cus 
tomers on this M.E.P. system. 
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The generating capacity of all the M.E.P. plants are as follows: 


Niangua Hydro 


Sullivan 
Mountain Grove 


Willow Springs 


Doniphan 


The Hydro generating plant is de- 
pendent upon a variable water supply 
and the other generating plants are old 
combustion plants some of which are 
used as standby plants. All are use- 
ful although some are being used only 
in breaking down peak loads. The 
plants at Sullivan and Newburg were 
overhauled in 1941 and 1942. The 
.M.E.P. service to its customers is good 
and of normal accomplishment. 

It will be necessary in the future, 
as it has been in the past, to continue 
to purchase the greater portion of its 
electric energy needed for the system 
of this size and patronage or to add 
new and more capable generating 
plants to the present system. It may 
be impossible (and certainly will be 
without the obtention of priority cer- 
tificates), before the end of the pres- 
ent World War, to obtain the neces- 
sary equipment to build such new 
plants. If this sale and transfer is ap- 
proved it is the purpose of the ‘‘Sho- 
Me” after this war or as soon as ma- 
terials are obtainable to rehabilitate the 
system and the Rural Electrification 
Administrator is committed in writing 
to make a loan (in addition to the pur- 
chase money loan of $2,504,000 here- 
in involved) of $1,771,000 to accom- 
plish this, 

Thirty-five cities served by M.E.P. 
have 20-year franchises, one of which 
(Dixon) had expired in 1934, and one 
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of which (Newburg) expired after the 
contract here involved was made and 
prior to the hearing on this applica- 
tion. The M.E.P. continued operation 
after these expirations, with no objec- 
tion of any kind from either of such 
cities. We were advised during this 
hearing that at a special election on the 
question the people of Dixon had just 
voted a 20-year franchise to ‘“Sho- 
Me.” The next franchises to expire 
will be Neelyville on June 2, 1944, fol- 
lowed by Willow Springs, August 5, 
1944, and three others (Ava, Cabool, 
and Mountain Grove) in December, 
1944. The franchises in nine cities 
(Puxico, Advance, Doniphan, Naylor, 
Neelyville, Sullivan, Rogersville, Wi- 
nona, and Birch Tree) will expire in 
1945, while franchises in seven cities 
(Cuba, Richland, Fredericktown, Con- 
way, Crocker, Phillipsburg, and Nian- 
gua) will expire in the year 1946. The 
franchises in Bourbon, Fordland, and 
Diggins will expire in 1947 and all 
others expire thereafter, Bell City and 
Marquand in 1957 and 1958 respec- 
tively. 

Sullivan has built and is operating a 
municipal plant and M.E.P. continues 
to operate therein. In no other city 
or community in which M.E.P. oper- 
ates are there any other generating or 
operating plants. Interest in munici- 
pally owned electrical utility plants has 
been manifested in some of these cities 
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in which M.E.P.’s franchises are to 
expire in the relatively near future. 
The cities of Cuba and Richland by 
their pleadings in opposition to this ap- 
plication express their desires to be 
purchaser and to operate the proper- 
ties within their respective cities and 
their mayors testified to definite wishes 
of the people of their cities, when their 
present franchises expire, to own and 
to operate their own utilities. The city 
of Seymour in their statement (accept- 
ed as their pleading) asks us if this 
sale is approved that it shall be upon 
the condition that their city be given 
the right and option to purchase the 
properties within their city. The city 
of Fredericktown in their answer, 
warned all of their purpose not to re- 
new the franchise and intends then to 
either purchase the property within 
their city or, failing to do so, to con- 
struct and operate a new system to be 
owned by the city. The people of the 
cities of Cabool and Mountain Grove 
have voted for municipally owned 
plants, but no installations have been 
made for one reason or another in 
either city and neither are opposing 
this application and their mayors tes- 
tify that their city councils and many 
people favor approval of this applica- 
tion. The mayor of Mountain Grove 
testified that at the expiration of their 
franchise if the city could not buy the 
property therein from M.E.P. or 
“Sho-Me” that the city would build 
one when materials are available. The 
definite trend in this M.E.P. territory 
seems to be toward municipally owned 
plants by the cities. 

The six cities of Doniphan, Freder- 
icktown, Marshfield, Mountain Grove, 
Sullivan, and Willow Springs, served 
by M.E.P. and the M.E.P. properties, 
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in which the franchise rights therein 
are sought herein to be transferred, are 
all incorporated cities in this state and 
according to both the 1930 and 1949 
national census contain more than 
1,500 population. All other cities, 
towns, and communities according to 
said census have less than 1,500 popu- 
lation, and all except the city of Ava 
(with 1,393 population according to 
1940 census) have less than 1,000 
population. _In addition to the 37 
cities in which M.E.P. has franchises, 
and covered by the foregoing findings, 
there are 14 unincorporated towns not 
shown in the census, but there has been 
no contention that any of them have 
populations of 1,500 or more. 

All the issued and outstanding 
voting stock (excepting qualifying 
shares) and all the securities of 
M.E.P. hereinafter mentioned are 
owned by Central Power and Light 
Corporation (a Delaware corporation) 
which is an operating company and is 
also an intermediate holding company. 
In addition to this interest in M.E.P. 
this Central States Power and Light 
Corporation owns and operates an 
electric utility system in northern Iowa 
and southern Minnesota, which is 
wholly disconnected physically and 
otherwise with the M.E.P. system 
which operates wholly in the southern 
part of Missouri. The distances be- 
tween them makes integration of these 
impracticable. This Central States 
Power and Light Corporation now 
owns only this Iowa-Minnesota sys- 
tem and the stock and securities of 
the M.E.P. as previously mentioned, 
and it is a subsidiary of Central States 
Utilities Corporation (a Delaware 
Corporation) which in turn is a sub- 
sidiary of Ogden Corporation (a Dela- 
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ware Corporation), whose capital 
stock is owned by Atlas Corporation. 

The United States district court for 
the eastern division of the northern 
district of Illinois permitted Ogden 
Corporation to acquire control of Cen- 
tral States Utilities Corporation. A 
plan of reorganization was filed with 
the Securities and Exchange Commis- 
sion, and this was approved by the 
court and the Securities and Exchange 
Commission upon the _ condition, 
among others, that Ogden Corpora- 
tion should submit a plan pursuant to 
§ 11(e) of the Public Utility Act of 
1935, 15 USCA § 79k(e), providing 
for the divestment of the control, se- 
curities, and other assets to comply 
with the integration provisions of the 
act of Congress last named . 


After the said actions of the Securi- 
ties and Exchange Commission and 
the court, and prior to the sale here- 
in, Central States Power and Light 
Corporation had sold its Texas gas 
and Oklahoma gas properties, which 
events along with the filing of the plan 
of reorganization were attended with 
publicity which should have apprised 
other utilities of the fact that M.E.P. 
was on the market, so that if interest- 
ed in buying M.E.P. they might have 
done so, but no other purchaser than 
“Sho-Me” was sought and this came 
about through the instrumentality of 
the Rural Electrification Administra- 
tor. 

A memorandum of the sale was exe- 
cuted on June 13, 1942, and at that 
time the Rural Electrification Admin- 
istrator executed the loan agreement 
with which to finance the deal. Such 
administration agreed to loan “Sho- 
Me” in all $4,275,000, of which $2,- 
504,000 is the purchase price and $1,- 
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771,000 was to be a future loan to 
“Sho-Me” for the construction and 
operation of electric generating plant 
or plants of 5,000-kilowatt capacity, 
with transmission, distribution, and 
service lines or systems, including sub- 
stations, transformers, meters, and 
other equipment necessary for the ef- 
ficient operation thereof within some 
forty-five named counties, which in- 
cludes the counties of M.E.P.’s opera- 
tions. 

About the time these things were 
being consummated, the interveners, 
Arkansas-Missouri Power Company 
and Missouri Utilities Company, un- 
dertook, each respectively, to buy the 
properties involved in the Doniphan 
group and in the Puxico group at some 
undetermined prices. However, they 
were too late, but it was not shown 
that the sales of these two isolated 
groups would have in any way en- 


hanced the agreed purchase price in 
the sale involved. 


This memorandum contract ripened 
into the final contract dated September 
15, 1942, which is on file herein. 

The loan contract between “Sho- 
Me” and the Rural Electrification Ad- 
ministrator contains many stipulations 
which require the permission of the 
administrator respecting. “Sho-Me’s” 
constructions, extensions, and opera- 
tions of the system. These are for the 
purpose of better securing the loan and 
its repayment. On November 13, 
1942, the parties to the loan contract 
made an amendment to it which en- 
tirely subordinates all such powers and 
restrictions to the powers and regula- 
tions of this Commission. 

The contract of sale between 
M.E.P. and “Sho-Me” provides for 
the sale of all the properties and rights 
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of M.E.P. (and previously described) 
to “Sho-Me” for the base price of 
$2,350,000 with provisions of adjust- 
ments therein recited on the closing of 
the deal, if it is approved by this Com- 
mission. The respective boards of di- 
rectors of the buyer and seller have 
authorized the execution of the con- 
tract. It is estimated that upon clos- 
ing, if the sale is approved, that after 
all adjustments are made that “Sho- 
Me” will not be required to pay 
M.E.P. more than $2,466,000. 

The present loan by the administra- 
tor of the Rural Electrification Admin- 
istration to “Sho-Me” is for $2,- 
504,000 at 2.48 per cent interest per 
annum and which is evidenced by a 
mortgage note dated September 15, 
1942. The debt and interest are 
amortized so that both are paid off 
and discharged in twenty-five years by 


monthly instalment payments begin- 
ning eighteen months after the date of 


the note. The mortgage note is se- 
cured by a deed of trust upon all the 
property of “Sho-Me.” The board of 
directors of “Sho-Me” authorized the 
execution of the mortgage note and 
deed of trust and both said mortgage 
note and deed of trust are filed with 
the application herein. 

If this transfer and sale shall be 
approved and the sale of this addi- 
tional stock of “Sho-Me” is authorized 
by this Commission, it is the purpose 
of “Sho-Me” to permit the sale for 
cash at par of one share each of “‘Sho- 
Me” capital stock out of almost 10,000 
presently available shares, to such new- 
ly acquired (and former) customers 
of M.E.P., although such purchase is 
not compulsory or a prerequisite to 
obtaining the service from “Sho-Me.” 
“Sho-Me” has passed a resolution ex- 
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tending an invitation, subject to the 
approval of this Commission, to them 
all to purchase one share of stock and 
extending to them the privilege of ap. 
plying the cost of the share ($5) out 
of their M.E.P. meter deposits on such 
purchase. 

The M.E.P. holds authorization 
from this Commission duly authoriz- 
ing its operation as a public electric 
utility system to serve the public gen- 
erally in the territory as we have de- 
scribed it herein. 

The actual M.E.P. indebtedness 
amounts to $4,343,216.48. It is all 
held by the parent company, Central 
States Light and Power Company, and 
will be detailed in the opinion to fol- 
low. All the issued capital stock of 
the M.E.P., except for a few qualify- 
ing shares, is also held by said parent 
company. If this application is ap- 
proved these properties will pass to 
“Sho-Me” free and clear of the last- 
named indebtedness, and the obligation 
of M.E.P. on its capital stock issue will 
be wiped out, so that “Sho-Me’s” only 
indebtedness will be its said $2,504,000 
mortgage note to the United States and 
its further liabilities on the capital 
stock, which it may issue including 26 
shares at $5 par or $130 paid in when 
it was organized. 

Under the evidence we find that 
original cost was $4,590,362.21 as of 
May 31, 1942; that deducting the Sul- 
livan property and plant, amounting to 
$168,305.01, left the original cost as 
of the last-named date at $4,422, 
057.20 and that the reproduction cost 
new and depreciated is $3,779,759 as 
of that date. 

[1] It is only necessary to deter- 
mine whether or not there is a value 
sufficient to support the authorizations 
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which, by reason of the application, we 
are asked to grant. For that purpose 
alone we will accept this reproduction 
cost new and depreciated ($3,779,759 ) 
in disposing of this case and are justi- 
fied in accepting said $4,442,057.20 or 
some intervening sum. 

If, in the foregoing we have over- 
looked any facts which are deemed 
necessary to a decision herein, such 
will be covered in the opinion to fol- 
low: 


I 


Preliminary 


What Is, and Is Not, Involved 


[2] The M.E.P. is compelled to sell 
its system and “Sho-Me” has agreed 
to buy it. The two in a joint applica- 
tion, among other things, ask this 
Commission to approve the sale, and 
to grant “Sho-Me” the proper author- 
ization to operate the properties so 
purchased. We interpret this to 
mean, in the identical territory within 
the 19 counties named, in which the 
seller M.E.P. is now so authorized to 
operate and in which the properties 
are located. It does not appear that 
this is in any sense an effort by “Sho- 
Me” to encroach, with duplicate 
facilities and operations in destruc- 
tive competition, upon or into any ter- 
titory in which said fourteen utility 
interveners, or any of them, are now 
authorized to operate. And, unlike 
the case of In Re Indiana Service 
Corp. (Ind 1943) 48 PUR(NS) 185 
this is not a case wherein this Com- 
mission, in determining the public in- 
terest, is called upon to decide which 
of two utilities applying to serve is 
the better qualified to perform the 
service for none of the intervening 
utilities or others have shown any in- 
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terest in entering the M.E.P. terri- 
tory, excepting into the two isolated 
groups presently to be noticed. 

These utility interveners are vigor- 
ously protesting against this proposed 
sale, among other grounds, upon the 
claim that if “Sho-Me” is permitted to 
obtain and operate these properties, it 
becomes (as is alleged) a step by the 
Rural Electrification Administration 
in its scheme to socialize the electric 
industry in Missouri as has been done 
in other states. 

Except that one of the interveners, 
Arkansas Missouri Power Company, 
and the intervener, Missouri Utilities 
Company, are each respectively inter- 
ested in purchasing the isolated Don- 
iphan and Puxico groups, at some un- 
determined prices, none of these four- 
teen utility company interveners are 
interested in purchasing this M.E.P. 
property, or any parts thereof, in or- 
der to frustrate the alleged scheme of 
socializing the electrical industry in 
Missouri, or for any other reason. 

This one sale could hardly be re- 
garded as sufficient, if any, evidence 
(and there is no other), to establish 
the existence of such alleged scheme. 
Apparently no such a_ state-wide 
scheme could, at any future time, very 
readily come to fruition unless these 
fourteen utility interveners and per- 
haps others, or a major portion of 
them all, should, with our approval, 
sell their properties to a company or 
companies which are under the dom- 
inating influence of the REA, and un- 
less this Commission, in each sale, 
should be convinced that the buyer or 
buyers should be granted our neces- 
sary authorization to operate the 
same. The vigor of the protests of 
these interveners herein refutes any 
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idea or suspicion that such a scheme 
inheres, or lurks, in the present appli- 
cation, even if the consummation of 
such a scheme would be attended by 
any of the evil consequences suggested 
in their brief, as to which we neither 
entertain or express any opinion. 
The application, if denied by us, could 
not be on account of that alleged and 
unproven scheme, or merely because 
the purchaser is a cooperative, rather 
than a public utility operating for a 
profit. 


II 


Contentions Respecting Corporate 
Powers and Corporate Existence 
of “Sho-Me” 


[8-5] Interveners challenge the 
corporate authority of ‘“Sho-Me” to 
acquire the M.E.P. properties and to 
engage to operate the same in a pub- 
lic, electrical, utility business, even 


though the certificate of incorporation 
of “Sho-Me” from secretary of state 
shows that it possesses such corporate 
powers. 

The utility interveners particularly 
contend that “Sho-Me” is unlawfully 


incorporated because the statutes 
Art 28, Chap 102, Rev Stats Mo 
1939, enacted in 1919), under which 
it is incorporated, do not authorize 
the granting of such powers, for the 
reason that the generation and distri- 
bution of electric energy is not includ- 
ed therein. They further contend 
that if “Sho-Me” is unlawfully in- 
corporated, that is, if the statutes of 
its incorporation do not authorize it 
to exercise such powers as a public 
utility corporation, then the state may 
forfeit, or oust it of, its corporate 
franchises; the parties contracting 
with “Sho-Me” may avoid their con- 


50 PUR(NS) 


tracts, and it may repudiate them, 
when made in the exercise of usurped 
powers; the nonassenting stockhold- 
ers may enjoin “Sho-Me” from exer- 
cising powers under its usurped fran- 
chise, and other results unnecessary to 
detail. 

On the other hand, the applicants 
dispute the foregoing contentions and 
insist that, if corporate capacity is in 
issue, said Art 28 confers the author- 
ity for the grant of these corporate 
powers because electricity is a com- 
modity, an article of trade and an 
article of merchandise which may be 
the subject of mercantile business. 

Interveners further claim that if 
said Art 28 ever authorized the grant- 
ing of such powers, that it was elim- 
inated by the later enactment (in 
1939) of Chap 7, Art 33, Rev Stats 
Mo 1939, under the rule of statutory 
construction that the later, or specific 
statute, will be deemed to be a repeal 
or a qualification of the general and 
earlier statute, thereby leaving said 
Art 7 (rather than said Art 28), as 
the applicable law. Interveners then 
suggest that “Sho-Me” was not, and 
could not have been, incorporated un- 
der Art 7, for the reason that M.E.P. 
now operates, and “Sho-Me’”’ seeks to 
operate, in several cities having over 
1,500 populations, which are exclud- 
ed as “rural areas” (as defined by 
§ 5415 in Art 7), and then reach the 
conclusion and urge upon us that this 
application, therefore, should not in 
any event be sustained. 

Disputing the point, the applicants 
contend that Art 7 is’ narrower in 
scope than Art 28, in that it covers 
only an incorporation of electric co- 
Operatives for its membership, and 
only in rural areas, while said Art 28 
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is broader and allows corporations 
organized thereunder to serve the 
public generally, whether they reside 
within or without rural areas. That 
such differences makes the rule of con- 
tention for which protestants con- 
tend inapplicable and leaves Art 28 as 
fully authorizing all corporate powers 
granted to “Sho-Me.” 

Interveners, in connection with the 
attacks above mentioned, have cited 
§ 5649 Rev Stats Mo 1939, This 
statute prohibits an electrical corpora- 
tion from exercising its rights and 
privileges to operate without first hav- 
ing obtained the permission and ap- 
proval of this Commission and further 
provides that, before such certificate 
shall be issued, a certified copy of the 
charter of such corporation shall be 
filed (as “Sho-Me” has done herein) 
in the office of this Commission. The 
interveners then urge that the pur- 
pose of this statute is for the Com- 
mission to determine whether the cor- 
poration holds valid and lawful char- 
ter powers to operate as a public util- 
ity. 

If, as we take it, interveners mean 
that in our determination of whether 
the codperative holds such valid and 
lawful charter powers to operate as a 
public utility, we must determine 
whether or not the charter powers 
which have actually been granted by 
the state are powers which are au- 
thorized by the statutes under which 
the corporation was incorporated, 
much as a court would do in a quo 
warranto suit, then we disagree with 
the interveners. Such attacks in this 
case amount to a challenge of the 
corporate existence of ‘“Sho-Me,” 
which can only be reached by the di- 
rect proceeding by quo warranto in 
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the courts, to halt the alleged and re- 
sulting usurpation of corporate power. 
Neither said § 5649, or any other law 
to which we have been cited sustains 
the contrary view. 

The utility interveners also contend 
that we must look to the law under 
which “Sho-Me” is incorporated in 
determining whether public interest 
will be served by the transfer and the 
authorization of “Sho-Me” to operate 
as a public utility, and also whether 
the exercise of the corporate fran- 
chise by “Sho-Me” is necessary and 
convenient for the public service as is 
required by § 5649 supra. It is our 
opinion that corporate power is not 
properly an issue in such determina- 
tions, and that if this Commission 
grants such certificate it does not 
thereby adjudicate corporate power of 
“Sho-Me,” enlarge the same, or con- 
fer any new powers upon it, but it 
would simply permit “Sho-Me” to ex- 
ercise the rights and privileges pre- 
sumably already conferred upon it by 
state charter. Chicago & N. W. R. 
Co. v. Buckingham Transp. Co. 
(1942) — SD — (not officially re- 
ported) 46 PUR(NS) 497, 499, 5 
NW (2d) 729; State ex inf. Shartel 
ex rel. Sikeston v. Missouri Utilities 
Co. 331 Mo 337, 350, PUR 1933A 
225, 233, 53 SW(2d) 394, 399, 89 
ALR 607, 615. 

This Chicago & North Western 
Case, supra, arose before the Public 
Utilities Commission of South Da- 
kota on the application of a railroad 
corporation for a license as a motor 
carrier over a highway in that state. 
Interveners therein made contentions 
similar to those herein, when it chal- 
lenged, before the Commission and 
the supreme court, the corporate pow- 
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er under the law of the railroad cor- 
poration to enter into such a field. It 
was urged that the Commission was 
without power or jurisdiction to 
grant (as it had done) the certificate 
of convenience and necessity for the 
reason that the power sought by the 
railroad company was ultra vires and 
the granting of the certificate was un- 
reasonable in that the railroad cor- 
poration’s operations might at any 
time be halted at the instance either 
of the state or a shareholder. 

The court in overruling such con- 
tentions, in part, said: 

“The Public Utilities Commission 
is made up of practical men ‘informed 
by experience’ whose primary func- 
tion it is to pass expert judgment on 
issues of fact. ‘Public convenience 
and necessity’ presents the Commis- 
sion with such an issue. Re Dakota 


Transportation (1940) 67 SD 221, 35 


PUR(NS) 442, 291 NW 589, 591; 
28 Mich L Rev 276. Corporate ca- 
pacity is not presented as a factor of 
convenience and necessity. See 28 
Mich L Rev 144. “The 
contention of the protestants, that to 
sustain the power of the Public Util- 
ities Commission to grant a certificate 
of public convenience and necessity to 
carry on an ultra vires business is to 
permit that Commission to enlarge 
the corporate powers of an applicant, 
is untenable. By its order directing 
that a certificate of convenience and 
necessity issue, the Commission neith- 
er grants nor adjudicates corporate 
power.”’ (Italics ours. ) 

In State ex inf. Shartel ex rel. Sike- 
ston v. Missouri Utilities, supra, the 
Missouri supreme court, in speaking 
of the effect of one of our orders 
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granting a certificate of convenience 
and necessity, said: 

“This order did not confer any new 
powers upon respondent. It simply 
permitted respondent to exercise the 
rights and privileges presumably al- 
ready conferred upon it by state 
charter and municipal consent. Quo 
warranto is a direct proceeding (State 
ex inf. Killam ex rel. Higginbotham 
v. Colbert [1918] 273 Mo 198, 209, 
201 SW 52) in which it may be de- 
termined whether or not such rights 
and privileges have in fact been con- 
ferred.” 

We have examined the charter 
powers of “Sho-Me” as certified to 
us and find that “Sho-Me’’ possesses 
the corporate powers necessary for 
the execution and operation of all the 
authority asked herein, if we shall, 
after a consideration of this record, 
determine to grant the same. 


III 


Power of the Administrator of REA 
to Make the Loan 


[6] Although the members of this 
Commission sitting in the hearing 
ruled that the power of the adminis- 
trator of REA to make the $2,504,- 
000 ‘proposed loan to “Sho-Me” was 
outside the scope of the inquiry here- 
in, that question again has obtruded 
in the briefs filed herein. Such mem- 
bers followed our recent ruling in 
Case No. 10,242, in Re Iowa Utilities 
Co. and Grundy Electric Codp. Co. 
47 PUR(NS) 321, and which has 
recently been affirmed by the circuit 
court of Cole county, Missouri. 

After again considering this ques- 
tion, we have concluded that it is not 
for us to determine the question of 
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the right and the power of the ad- 
ministrator of REA under the law to 
make the proposed loan. It will be 
well secured, and all of “Sho-Me’s” 
operative and financial plans, the char- 
acter and purpose of its organization 
and the nature, the value and extent 
of the property to secure the loan 
were all well known to the adminis- 
trator when he approved, as well as 
when he later modified, the loan 
agreement filed herein. 


IV 


Can “Sho-Me” Hereafter Exclude It- 
self from Our Jurisdiction? 


[7] Interveners urge that “Sho- 
Me” can at any time, and imply that 
very likely will hereafter, remove it- 
self from the jurisdiction of this 
Commission and so as to limit our 
jurisdiction to a regulation of the 


safety of its lines and none respecting 
service, rates, management, etc. Only 
§ 5402 is cited to support the right to 


convert. It empowers any corpora- 
tion organized under the laws of this 
state for the purpose of supplying 
electric energy in rural areas to be 
converted into a cooperative and be- 
comes subject to the provisions of Art 
7. 

Assuming the integrity of its in- 
corporation and the corporate powers, 
as it is organized, “Sho-Me” is 
obliged, and required, to serve not 
only its members but also the public 
generally within its authorized area. 
On the other hand, a codperative or- 
ganized under (or converted to) an 
Art 7 codperative, while likewise 
obliged to serve its members, it also is 
authorized, but is not obliged, to 
serve a limited number of nonmem- 
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bers (that is: not in excess of 10 per 
cent of its membership, § 5388 sub d) 
but, unlike “Sho-Me,” such a codpera- 
tive is under no duty or obligation 
whatsoever to serve the public gener- 
ally. It is obvious that ‘“Sho-Me,” 
being under such duty to serve the 
public generally, could never be weld- 
ed into an Art 7 cooperative upon 
which no such a duty is imposed. 

Section 5402 is limited to corpora- 
tions organized for the purpose of 
supplying electric energy in rural 
areas. “Sho-Me” was not so or- 
ganized and therefore could not under 
said § 5402 so convert itself in order 
to avoid our jurisdiction, if it so de- 
sired, or for any other reason. 

In so far as the provisions of the 
original loan agreement between the 
administrator of REA and “Sho-Me” 
may be thought (as pleaded by in- 
terveners) to have superimposed pow- 
ers and restrictions inimical to the ju- 
risdiction of this Commission over 
“Sho-Me,” it is sufficient to say that 
under the law such could not be en- 
forced. Such provisions appear to be 
only for the purpose of better secur- 
ing and protecting the loan. How- 
ever the administrator, after the 
agreement was executed, and in writ- 
ing, has undertaken to remove all 
doubt. He has agreed to and made 
such alteration in the loan agreement 
as will completely subordinate (as the 
law does anyway), all of his retained 
powers and restrictions therein, to the 
powers and jurisdiction of this Com- 
mission over “Sho-Me” respecting its 
operations, and all other powers of 
the Commission over and concerning 
“Sho-Me.” ‘“Sho-Me” cannot elude, 
if it desires to do so, the regulation of 
this Commission. 
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V 


The Propriety of Granting the 
Authority Asked 


(a) Rule on Sales 


[8, 9] Our view of. the law is, as 
we have previously held, that we must 
determine whether or not this pro- 
posed transfer is detrimental to the 
public interest. In Re Common- 
wealth Utilities Corp. (1930) 18 
Mo PSCR 163, 167; and whether or 
not the public will be put to any dis- 
advantage in Re Liberal Light & P. 
Co. (our Case No. 6696) PUR1930B 
282. And we have also held that a 
property owner should be allowed to 
sell, unless it would be detrimental to 
the public to do so. State ex rel. St. 
Louis v. Public Service Commission 
(1934) 335 Mo 448, 459, 5 PUR 
(NS) 230, 73 SW(2d) 393, 400. 
We must measure the proposal of 


MEP to sell to “Sho-Me” in the light 
of said rules. 


(b) Sale of Unit or in Parts 


[10] We have before us only this 
one, “Sho-Me’s,” proposal to pur- 
chase this entire M.E.P. system, and 
it is not a case wherein we could make 
a choice among many bidders, if we 
had the power to do so. While, as 
previously stated, two of these utility 
interveners are prospective purchas- 
ers, respectively, for two of the iso- 
lated parts of the system, it does not 
appear that the separate sales of these 
two isolated parcels to the two inter- 
veners, with the remainder of the sys- 
tem sold to another or others, or that 
any dismemberment and sales of par- 
cels, would enhance the price above 
the proposed price herein. 

A dismemberment and sale of this 
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system would likely cause an unjustifi- 
able sacrifice of values to the disad- 
vantage of the owner and to the 
advantage of no one. There are 
advantages to the public which is 
served in some 51 cities, towns, and 
communities, that the system remain 
as a unit to render a continuity and 
more economical service to all, under 
one ownership and management. | 
Since this seller is compelled to sell, 
it is also possible that unless this sale 
is approved this system will ultimately 
be dismembered and sold in parcels, 
as far as is possible, with not only a 
disturbance of the service and the 
economical advantages of a unity of 
operations but the likelihood that 
service to some of these cities, towns, 
and communities might entirely cease. 
If this purchaser is qualified to own 
and to operate the system and if it is 
not detrimental to the public for it to 
do so this Commission should ap- 
prove the proposed sale of the sys- 
tem as a unit, as being preferable to 
a dismemberment and sale in parcels. 


(c) Condition of MEP and Com- 
parisons of Indebtedness 


The M.E.P. operations have been 
of normal accomplishment and satis- 
faction to its customers, during the 
past few years, but they have not re- 
sulted in profits sufficient to justify a 
dividend to its stockholders or to ac- 
cumulate a surplus. Its indebtedness 
interest load has no doubt caused this 
condition, and it is such that it can- 
not hope within a reasonable time to 
extricate itself therefrom in the or- 
dinary course of business or, other- 
wise, excepting upon some long-term 
refinancing plan, which might be dif- 
ficult to attain unless the present in- 
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debtedness level is reduced. The 
present total indebtedness of M.E.P. 
about equals, if it does not exceed, the 
total value of the properties involved. 

If this application is approved, 
then such a reduction in the amount 
of the indebtedness and the interest 
rates thereon, immediately results. 
In that event “Sho-Me’ will take over 
the property under such conditions 
that the debt liability against the sys- 
tem will be reduced from $4,343,216 
of M.E.P. to $2.504,000 of “Sho- 
Me” to the administrator of REA or 
a $1,839,216 reduction. M.E.P.’s 
indebtedness of $1,600,000 (first 
mortgage bonds) bears 5} per cent 
and requires $88,000 annually to pay 
it; its demand note to the parent com- 
pany of $2,103,388.53 for advances 
bears 3 per cent interest and requires 
$63,101.67 annually to pay it; and its 
advance account from the parent com- 


pany is $639,827.95, apparently bears 


no interest. So M.E.P. pays $151,- 
101.67 annually as interest. “Sho- 
Me’s” $2,504,000 bears 2.48 per cent 
annually, and it is amortized so that 
beginning eighteen months after the 
date of the note “Sho-Me” can make 
instalment payments, over a 25-year 
period, which will in that time retire 
both principal and interest. “Sho- 
Me” will thus be required to pay 
$61,270.33 as interest and $78,816.35 
for amortization or a total sum of 
$140,023.63 the first year (and les- 
sened annually) to retire its entire 
debt and interest in twenty-five years, 
while M.E.P. is required to pay 
$151,101.67 annually as only the in- 
terest on its debts. 

The powers reserved to the admin- 
istrator in the loan agreement for the 
protection of the loan together with 
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our Own supervision superimposed 
thereon should, if the sale is made, 
insure normal operations in serving 
the public in the territory involved 
and in meeting the indebtedness in- 
curred and we are of the opinion that, 
under proper management, “Sho-Me” 
can do so. 


(d) “Sho-Me’s” Officers and 
Management 


[11] All the foregoing conditions 
greatly improve the picture. In ad- 
dition thereto, ‘“Sho-Me” has em- 
ployed the M.E.P. operators, includ- 
ing its superintendent, a man of 
twenty-two year’s experience to be- 
come the “Sho-Me” manager, to 
carry on the system operations if this 
application is approved. But it is 
strongly urged in interveners’ brief 
that the testimony of the president of 
“Sho-Me’”’ disclosed almost complete 
lack of knowledge of the electric sys- 
tem which “Sho-Me” seeks to pur- 
chase as well as a profound unfamil- 
iarity with electric utility business in 
general, and that the testimony of the 
M.E.P. superintendent who is to be- 
come manager “is not reassuring as 
to the contemplated plans and 
methods of management of Sho-Me.” 


As against this criticism of the 
manager-to-be it is to be observed 
that his experience relates not only to 
this particular property but to opera- 
tions in urban fields, as this one will 
include, and conceivably, and due to 
war conditions, he would start with 
as good or a better background than 
reasonably could be expected should 
another be employed by the owner, 
whomsoever it may be. Any lack of 
knowledge of parts of the system 
which either of these men may have 
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displayed under cross-examination is 
not an incurable barrier and at least is 
a condition susceptible of correction. 

The experience of ‘“Sho-Me’s” 
president, as well as the members of 
its board of directors, has been in the 
operation of Federal REA’s in rural 
areas, which includes cities up to 1,- 
500 population. If the 6 cities of 
over 1,500 population in this M.E.P. 
system, out of the 51 cities, towns, 
and communities in it, were absent 
from this picture you would have 
“rural areas” identical in every way 
to that in which the president and 
board of directors of “Sho-Me” have 
experienced successful operations, 
which also is such an area as organ- 
izations organized (or converted) un- 
der said Art 7 could operate without 
even the order or the permission of 
this Commission. 


The presence in this picture of 
these 6 cities and the duty of “Sho 
Me’”’ to serve the public generally in 
addition to its membership, does not 
create a dissimilarity which, of itself, 
should condemn this sale for want of 
operators experienced in similar fields. 

It is also reasonable to expect that 
on account of this loan, his interest 
already shown in formulating the 
financial and operation plans and in 
supporting this application by the tes- 
timony of his officers before us, that 
the REA administrator will be found 
in the future to be giving substantial 
aid in the solution of any problems 
which may arise, in the “Sho-Me” 
management. Interveners’ brief 
charges that this will probably occur. 

It is our opinion that the testimony 
concerning any limited qualifications 
of the men who will operate “Sho- 
Me,” if this property is acquired by 
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it, does not warrant us in declining, 
for such reasons, to approve the pro- 
posed sale and to grant “Sho-Me” the 
authority to operate it as a public elec- 
tric utility service. 


(e) Many Consumers Favor Munic- 
ipal Ownership 


[12] Interveners point out that 
in the cities of this M.E.P. system 
the trend of the public mind is toward 
municipal ownership of the utilities 
within their cities and that at the ex- 
piration of the M.E.P. franchises 
therein the people are likely to estab- 
lish and operate municipal plants, 
which would result in the dismember- 
ment of the system. The law empow- 
ers the various cities to establish and 
operate its own municipal utility plant 
upon a proper vote of the people no 
matter whether the M.E.P., “Sho- 
Me,” or anyone else owns these 
M.E.P. facilities and these cities are 
not required even to obtain from this 
Commission a certificate of conven- 
ience and necessity. Missouri ‘Power 
& Light Co. v. Pattonsburg (1939) 
343 Mo 1128, 28 PUR(NS) 402, 
125 SW(2d) 20, and cases cited 
therein. 

We do not believe that our approv- 
al of a sale should be withheld either 
on account of, or to await, the pos- 
sibilities that as these franchises in 
these cities shall expire, the cities 
might establish and operate their own 
municipal plants, since this could oc- 
cur at any future time irrespective of 
the ownership of the existing facil- 
ities therein. If the consideration of 
such possibilities are controlling, then 
there is no certainty that a sale would 
ever be made. An ancient philoso- 
pher, in the language of his time, thus 
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penned the same idea: “He that ob- 
serveth the wind shall not sow; and 
he that regardeth the clouds shall not 
reap.” (Eccl 11,4). We should not 


render this property unalienable, and 
to the possible disadvantage of the 
public interest, by refusing to approve 
the sale on account of this suggested 
possibility. 


(f) No Publicly Owned Securities 
No Unjust Enrichment 


[13] It has been urged that specu- 
lators will profit by this transaction, if 
this application is approved. This, if 
true, would be no reason to refuse to 
approve the sale and there is no proof 
whatever to sustain any such conten- 
tion. So long as securities are nego- 
tiable, in a situation like this one, 
there is no way to eliminate the spec- 
ulator. If it is not detrimental to the 
public interest for M.E.P. to make 
this sale, it deserves an opportunity to 
do so whether or not speculation 
exists. 


(g) Losses in Taxation 


[14] Some intervener cities and a 
county, has urged upon us that the 
state, counties, municipalities, and 
other public districts will lose sub- 
stantially in taxes if “Sho-Me” be- 
comes the owner and operator of the 
property. That M.E.P. pays a sub- 
stantial amount of taxes cannot be 
denied. It was also shown that these 
Federal REA organizations have en- 
joyed low valuations for a taxation 
base. This is no indication that 
“Sho-Me” a public utility will be so 
favored. The presumption is that 
the taxing authorities will do their 
full duty respecting the taxation of 
“Sho-Me” and we have a right to as- 


279 


sume that they will do so. The pos- 
sibility that they might fail to do their 
duty would not constitute any reason 
for us to either deprive the owner of 
this opportunity to sell or of “Sho- 
Me”’ to buy and to operate the prop- 
erty. Taxing authorities have it with- 
in their power to correct the condi- 
tion of which they complain. 


(h) “Sho-Me” is not harmfully un- 
dercapitalized 


[15] ‘“Sho-Me” asks our author- 
ization to issue and to sell at par ($5 
per share) 10,010 shares of its cap- 
ital stock, that is for $50,050, and 
also to create a long-term indebted- 
ness of $2,504,000 to be evidenced by 
its single, negotiable promissory note 
to the United States, at 2.48 per cent 
interest per annum and amortized to 
be fully paid in twenty-five years. 
The proceeds of this note are to be 
used in purchasing this M.E.P. prop- 
erty. Thus, as proposed, the capital 
stock issued will be only 2 per cent 
and the long-term indebtedness 98 
per cent of “Sho-Me’s” capital struc- 
ture, or a case of alleged undercapital- 
ization. 

This financial plan is alleged, in in- 
terveners’ pleading, to be contrary to 
and violative of the declared policy of 
this Commission to require a higher 
ratio of capital stock to the long-term 
indebtedness, but it is not contended 
that the proposed financial plan is vio- 
lative of any law. Granting the de- 
sirability that fair and reasonable 
ratios between stock issues and long- 
term indebtedness should always be 
maintained in public utility corpora- 
tions, it is obvious that it is difficult, 
if not impossible, to fix an inflexible 
ratio to be enforced in all cases. And, 
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so far as we are aware, this Commis- 
sion has never undertaken it but it 
has decided each case according to the 
underlying circumstances therein, and 
we will do so in this case. Past ex- 
amples include: Case 10,225, in Re 
Trustees of Park College, wherein a 
capital structure of 28 per cent as 
against a long-term debt of 72 per 
cent was allowed. In Re Ozark Cen- 
tral Teleph. Co. .(1930) 18 Mo 
PSCR 418 the ratios of stock 20 per 
cent and debt 80 per cent was per- 
mitted. 

The objections generally to under- 
capitalization in profit-seeking util- 
ities is that, since the stake of the 
stockholders is relatively slight, the 
public interest, the interest of the in- 
vestor in securities, and the interest 
of the consumers, in time, might be- 
come adversely affected because the 
control of the company is exercised 


through the disproportionately small 
capital stock investment so held by the 


stockholders. Further, that in such 
situation, the senior security holders, 
in reality, are taking undue risks at- 
tendant upon the operations of the 
company with no opportunity to real- 
ize anything beyond a fixed low in- 
terest return. And, further, the 
presence of a relatively large fixed 
indebtedness, which shall too closely 
approach the value of the system, 
makes difficulties in refinancing the 
indebtedness at its maturity, or of 
increasing it when needed, which may 
result in injurious consequences to the 
company, the investing public and the 
consumers. 

All these difficulties may be pos- 
sibilities in the case of undercapital- 
ized profit-seeking public utilities. It 
is natural that a stockholder who is 
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interested solely in a profit on the 
investment would lose interest if 
there is slight, or no, accruing profit 
on his investment whether he be in an 
undercapitalized or an overcapitalized 
company. But this is a case of a 
cooperative company wherein the 
stockholders are consumers and whose 
interest goes far beyond the _inci- 
dental dividends on their small invest- 
ments of $5 each for one share of 
stock. They-are, and of necessity 
must be, mainly interested in the suc- 
cessful operation of the system in 
order to insure a continuity of serv- 
ice, at low cost to the consumers. This 
“Sho-Me” cooperative is not organ- 
ized for profit, but to furnish elec- 
tricity at low cost, which is its primary 
purpose. In view of the limitations on 
stock ownership and in declaring 
dividends it is not likely that this in- 
terest will change the stockholders in- 
to a dividend-minded group which 
would neglect needed maintenance 
and impair the service to themselves 
and to the other consumers. 


There can be no complaint that 
this undercapitalization of only 2 per 
cent of the capital structure is detri- 
mental at least when, as herein, the 
long-term indebtedness is no more 
than 67 per cent of the value of the 
system, leaving at least 31 per cent 
of the value of the system unabsorbed 
by a stock issue or indebtedness. 

Whatever may be said about the 
undesirability of undercapitalization, 
it is well to note that municipally 
owned utility plants are operated 
without any stockholders whatsoever 
to interest themselves in its opera- 
tions, and with long-term indebted- 
ness equal to the cost, and the value, 
of the plant. The citizenship of the 
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municipality have the same motives 
for assurance of service at low cost 
as have the codperative stockholders 
and the success, if any, of such opera- 
tions is, no doubt, due thereto. For 
the foregoing reasons the alleged un- 
dercapitalization under the circum- 
stances of this case is not injurious to 
the interest of the creditor, the com- 
pany, or the consumer and we are not 
warranted in denying the application 
herein for that reason. 


(1) Conclusion on V 


It is our ultimate conclusion that it 
is not detrimental to the public inter- 
est for M.E.P. to sell and for “Sho- 
Me” to buy the property involved up- 
on the terms which both have agreed 
upon and the public will be benefited 
in a number of ways if the sale is 
made, among which are the advan- 
tages of the debt reductions previous- 
ly mentioned which will follow the 
consummation of the transaction. 


VI 
Operative Authority 


[16] M.E.P. now holds permission 
and authorizations and certificates of 
convenience and necessity from this 
Commission to maintain and to oper- 
ate its properties as a public utility in 
all the territory involved. We are of 
the opinion, and find, that the ev- 
idence fully justifies us in granting 
permission and authority to “Sho- 
Me,” the purchaser of this property, 
to maintain and to operate the proper- 
ties as a public utility in the identical 
territory in which M.E.P. is author- 
ized to operate. The public utility 
services will continue to be as much a 
human need after this sale as it now 
is and has been. Out of all this ter- 
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ritory, the only competition which 
M.E.P. now has in said territory is 
the municipal plant at Sullivan, Mis- 
souri. 

By means of its own generating 
equipment, together with existent un- 
expired contracts for additional and 
requisite electric power, of which 
admittedly there is no shortage, “Sho- 
Me” will be equipped to serve the ter- 
ritory involved. If, in addition there- 
to, more power will be required which 
cannot otherwise be obtained the ad- 
ministrator of REA, as elsewhere 
pointed out herein, is committed to 
make an additional loan to ““Sho-Me” 
for generating facilities to produce it. 
The financial situation of ‘“Sho-Me,” 
treated elsewhere herein, indicates its 
ability to fully perform. 


VI 
Depreciation Reserves 


[17, 18] Since “Sho-Me” claims, 
and has herein been accorded, all the 
privileges of a public utility, and since 
we have refused to deny its applica- 
tion herein merely because it is a co- 
Operative organization, we, of course, 
are of the opinion that it must operate 
under the same regulations which we 
require of other public utility organ- 
izations. Time will not admit of a 
detail of such regulations. But one 
of them is the duty imposed upon this 
Commission by § 5656 of requiring, 
after a hearing, all electrical corpora- 
tions to carry a proper and adequate 
depreciation account in accordance 
with our rules, regulations, and forms, 
and classification of accounts. We 
have fully considered all the evidence 
and “Sho-Me’s” argument in brief 
that since it pays monthly upon an 
amortization plan to gradually reduce 
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its long-term debt, that this should 
displace the necessity of setting apart, 
and retaining in a proper account and 
amount such depreciation reserves. 
We cannot accede to the doctrine that 
debt reductions should displace the 
mandate of the law mentioned or that 
it is good operating practice to do so. 
The contention is therefore overruled. 
We are in this proceeding ordering, as 
will subsequently be observed, a fur- 
ther hearing at a time to be hereafter 
fixed, in which to determine and by an 
order of this Commission fix the 
amount to be set up annually in said 
reserve account. And in the meantime 
we will in this proceeding and as a 
part thereof include an order requiring 
“Sho-Me,” this buyer, within sixty 


days after the acquisition, and coming 
into possession, of this property to file 
with this Commission the depreciated 
rate proposed to be used for each plant 


account with supporting details rela- 
tive to their determination, and the 
reasons therefor so as to permit our 
independent investigation regarding 
their adequacy. 


Vill 
Should the Loan Be Approved? 


[19] While interveners’ brief has 
little to say on this subject, still we are 
required to decide whether or not we 
will approve this $2,504,000 2.48 per 
cent amortized 25-year loan, to be se- 
cured by a deed of trust on the “Sho- 
Me” property. The property will be 
acquired for a base price of $2,350,000 
but at an estimated actual cost when 
closing adjustments are made of $2,- 
466,000. We are asked to approve a 
loan in an amount above the cost of the 
property, but under its value. The 
excess will be useful in beginning its 
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operation. And as set forth in our 
finding of facts, this loan does not ex- 
ceed 67 per cent of the value of the 
property, which, conservatively, is at 
least $3,779,759 based on reproduction 
cost new less depreciation and upon 
which said 67 per cent is based, or of 
a higher value and a lower percentage 
if based upon original cost adjusted 
to May 31, 1942. Being well secured 
and with such a margin of safety, we 
will approve the loan. 

This Commission has consistently 
held in determining such financing 
cases that it should be governed by the 
facts and circumstances developed in 
each particular case. The Commission 
in approving the loan herein of this 
cooperative public utility does not in- 
tend to change this policy or establish 
any precedent for any future financing 
cases that might arise. 


IX 
Sale of Capital Stock 


We are asked to approve the issu- 
ance of (all told) 10,010 shares of 
capital stock of the par value of $5 per 
share to be sold at par for cash to mem- 
ber consumers and others. It is to 
“Sho-Me’s” interest to sell this amount 
of stock because it will make more 
available cash to use in its operations, 
or in the reduction of the deposit liabil- 
ities on customers’ deposits to their 
credit with M.E.P. should M.E.P. cus- 
tomers desire to so apply their deposits 
in exchange for such stock. No rea- 
son not to approve the issuance and 
sale of this stock to the extent of 10,- 
010 shares as asked, has been suggest- 
ed except that it is undercapitalized 
and we have previously covered that 
point. The sale of the stock as re- 
quested will be approved. 
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x 
Rates for the Service 


Much has been said of a reduction 
of rates but we are not herein sanction- 
ing any change of the M.E.P. existent 
rates. We are reserving all questions 
respecting reductions, or increases of 
rates for future determination, and to 
await the hearing on the subject of 
depreciation reserves and the accumu- 
lation of a more ready and adequate 
working capital before any authoriza- 
tion is made in any respect. However, 
the time of any application to reduce 
rates, after the depreciation question 
is settled, could possibly be substantial- 
ly advanced if the note and deed of 
trust may be currently redated to sub- 
stantially fit the closing time of these 
transactions so as to insure the fact 
that no payment on the loan will be 
required until eighteen months after 


operations begin instead of eighteen 
months after the date of the note, 
which of itself will permit some ac- 


cumulation of working capital. Such 
redating, if agreeable to the maker and 
the payee, has our approval now. 

Assuming, as has been pointed out, 
the legal existence of the corporate 
powers of “Sho-Me,” we have care- 
fully reviewed the record and all ob- 
jections made in opposition to an ap- 
proval of this application, the more im- 
portant ones being discussed at length 
in the foregoing opinion. We find no 
reason to deny the authorizations asked 
in the application, and this Commis- 
sion, therefore, finds that under the 
law and the evidence the application 
herein should in all respects be ap- 
proved, and it is, therefore: 

Ordered: 1. That the Missouri 
Electric Power Company is hereby au- 
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thorized to sell, transfer, and convey 
to the Sho-Me Power Cooperative, 
Inc. all of its properties, rights, and 
franchises of every kind and character, 
and in accordance with the terms and 
provisions of the sale contract which 
has been entered into and filed herein. 

Ordered: 2. That the said Sho-Me 
Power Cooperative, Inc. is hereby 
granted permission and authorization 
for the maintenance and operation of 
its facilities and properties (including 
that acquired under this order), of 
every kind and character, and where- 
soever now permanently located, in the 
identical territory, that is, in the cities, 
towns, and communities, wherein said 
Missouri Electric Power Company 
now holds franchises to operate and is 
now operating and in which the Mis- 
souri Electric Power Company holds 
such authority from this Commission 
to operate, but not beyond the 19 coun- 
ties in parts of which the M.E.P. now 
operate, to wit: Bollinger, Butler, 
Camden, Cape Girardeau, Crawford, 
Douglas, Franklin, Howell, Laclede, 
Madison, Phelps, Pulaski, Ripley, 
Scott, Shannon, Stoddard, Texas, 
Webster, and Wright. 

Ordered: 3. That the Sho-Me 
Power Cooperative, Inc. is hereby au- 
thorized to issue and to sell, as the sales 
may become available, at par 10,010 
shares of its capital stock of the par 
value of $5 per share. That in the pay- 
ment of such stock the consumers and 
customers of the Missouri Electric 
Power Company who may have de- 
posits with the same company such 
consumers and customers may apply 
the amount of their deposits, if any, 
on such purchase. 

Ordered: 4. That the Sho-Me 
Power Cooperative, Inc., is hereby au- 
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thorized to borrow from the United 
States of America and to issue its 
note in payment for the same for the 
amount of $2,504,000 bearing 2.48 per 
cent interest with provisions for the 
amortization in the payment thereof, 
all as is set forth in the copy of such 
note filed herein. The parties to said 
note are authorized to change and to 
date such note as of the closing date 
of the transaction, or as nearly to such 
date as many seem practicable. 

Ordered: 5. That Sho-Me Pow- 
er Cooperative, Inc. is further author- 
ized to execute and deliver its mort- 
gage or deed of trust in the form sub- 
mitted with this application covering 
all the properties and assets of Sho-Me 
Power Cooperative, Inc. for the pur- 
pose of securing said note. That the 
parties to said mortgage or deed of 
trust are authorized to date the said 
mortgage or deed of trust to conform 
to the closing date of the actual mak- 
ing of the loan or to some convenient 
date reasonably near thereto. 

Ordered: 6. That nothing herein 
shall be considered as a finding by the 
Commission of the value for rate-mak- 
ing purposes of the property herein in- 
volved. 

Ordered: 7. That Sho-Me Power 
Cooperative, Inc. is hereby directed 
and authorized to adopt the present 
filed schedules of rates, rules, and reg- 
ulations of the Missouri Electric Pow- 
er Co. and such rates shall remain ef- 
fective until further order of this Com- 
mission and until the provisions of Or- 
dered: 9 are complied with. 


Ordered: 8. That all questions re- 
specting the propriety of authorizing 
the Sho-Me Power Cooperative, Inc. 
to borrow additional funds, the ques- 
tion of rate levels, and the question of 
depreciation reserve, are expressly re- 
served for the further determination 
of this Commission. 

Ordered: 9. That the applicant, 
Sho-Me Power Cooperative, Inc. shall 
set up a depreciation reserve on its 
books in accordance with the applicable 
classification of accounts; that the 
amount to be set up annually in said 
reserve account shall be fixed by order 
of the Commission subsequent to a 
further hearing; and that said appli- 
cant, within sixty days following the 
acquisition and possession of the prop- 
erties authorized in Ordered: 1, shall 
file with the Commission the deprecia- 
tion rate proposed to be used for each 
plant account, said rates being accom- 
panied by such supporting details rela- 
tive to their determination and the rea- 
sons for their use as may be needed to 
permit independent investigation re- 
garding their adequacy. 

Ordered: 10. That this order shall 
become effective thirty days from this 
date and that the secretary of the Com- 
mission shall forthwith serve certified 
copies of this report and order upon all 
parties intereseted herein and that said 
interested parties notify the Commis- 
sion before the effective date of this 
order, in the manner prescribed by 
§ 5601 Rev. Stats. Mo. 1939, whether 
the terms of this order are accepted 
and will be obeyed. 
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UNITED STATES CIRCUIT COURT OF APPEALS, 
FIFTH CIRCUIT 


Alabama Power Company 


v. 


Federal Power Commission 


[No. 10262.] 
(136 F(2d) 929.) 


Valuation, § 153 — Construction overheads — Power project — Bonus payments. 
1. Bonuses paid to employees of a construction company, an affiliate of a 
Federal licensee, were held to have been improperly disallowed as part of 
the original cost of a power project, p. 287. 


Valuation, § 153 — Construction overheads — Power project — Traveling ex- 
penses. 
2. Traveling expenses of employees of a construction company, an affiliate 
of a Federal licensee, were held to have been improperly disallowed as part 
of the original cost of a power project, p. 287. 


Valuation, § 270 — Land acquired from state — Excessive price — Power project 
cost. 

3. An excessive price paid by a Federal licensee to a state for acquisition of 
land for a power project is not its actual legitimate cost ; but the actual legiti- 
mate cost thereof, in the sense of being its reasonable value, must be deter- 
mined in the light not merely of its value as agricultural land, but of what 
the licensee might have been compelled to pay for the land in condemnation, 
taking into consideration all the elements of value properly to be considered 
in such a proceeding, where the state refused to sell the land at a lower price 
regardless of value, p. 287. 


Valuation, § 153 — Broker’s commission — Land purchase at excessive price. 
4. A commission paid to negotiate the purchase of land is properly excluded 
from the actual legitimate original cost of a licensed power project when it is 
found that the price paid for the land was excessive and unreasonable, 
p. 288. 

Appeal and review, § 62 — Grounds for remand — Cost of power project — Credit 

for power generated — Erroneous determination. 

5. A determination by the Federal Power Commission of the credit to a 
licensed power project for electric energy generated during construction and 
delivered to the licensee’s operating system must be reversed and remanded 
for a proper determination when there is doubt as to the Commission’s for- 
mula and its application and it appears that the Commission has disposed 
of the item by “guessing off” a substantial item of value, p. 289. 


Appeal and review, § 62 — Grounds for remand — Doubt as to hearing — Cost de- 
termination. 

6. A determination by the Federal Power Commission that a loss on pur- 
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chases of land lying outside the boundaries of a licensed power project, as 
those boundaries were determined after its completion, should be disallowed 
as a project cost, must be reversed and remanded where there is doubt as to 
whether the matter has been fairly heard and determined on its merits and 


substantial justice done, p. 290. 


(WALLER, C. J., concurs in part and dissents in part.) 


[July 8, 1943. Rehearing denied August 6, 1943.] 


ETITION to review orders of Federal Power Commission de- 

termining actual legitimate original cost of Jordan dam proj- 

ect of Alabama Power Company licensed under Federal Power 

Act; affirmed in part, reversed in part, and remanded for fur- 

ther proceedings. For Commission decision, see (1941) 2 Fed 
PC 479, 43 PUR(NS)37. 


APPEARANCES: P. W. Turner, Wal- 
ter Bouldin, and William M. Moloney, 
all of Birmingham, Ala., for petition- 
er; Charles V. Shannon, General 
Counsel, Wallace H. Walker, Assistant 
General Counsel, Louis W. McKernan, 
and Stanley M. Morley, Attorneys, 
Federal Power Commission, all of 
Washington, D. C., for respondent. 

Before Hutcheson, Holmes, and 
Waller, Circuit Judges. 


HutcuHeson, C.J.: This petition 
seeks a review of orders of the Com- 
mission determining the actual legiti- 
mate original cost of petitioner’s Jor- 
dan dam project on the Coosa river, 
the last of three hydroelectric projects 
which petitioner constructed and now 
operates pursuant to licenses obtained 
from the Federal Power Commission. 
The Commission’s determination of 
the cost of the first project, the 
Mitchell dam on the Coosa river, was 
reviewed and in substance affirmed in 
Alabama Power Co. v. McNinch 


(1937) 68 App DC 132, 21 PUR 
(NS) 225, 94 F(2d) 601, and Ala- 
bama Power Co. v. Federal Power 
Commission (1942) 75 US App DC 
315, 44 PUR(NS) 197, 128 F(2d) 
280. Its determination of the cost of 
petitioner’s second project, Martin 
dam on the Tallapoosa river, was re- 
viewed and in substance affirmed by 
this court in Alabama Power Co. v. 
Federal Power Commission (1943) 
47 PUR(NS) 257, 134 F(2d) 602. 
Because in those three cases, the 
principles governing review in cases 
of this kind were fully canvassed 
and applied, we will not further elab- 
orate them here. Many, indeed most, 
of the precise questions at issue here 
were considered and decided there, and 
because they were, our labors have 
been greatly lightened and our opinion 
greatly shortened. 

Petitioner concedes that this court 
has in the Martin Dam Case disposed 
adversely to its claim of most of the 
matters complained of here.’ But, in- 





1 These are as numbered and presented in 
petitioner’s brief: 

Item I: General administration and over- 
head of Dixie Construction Co. $194,440.75; 

Item II: Fee of Dixie Construction Co. 
$253,743.72 ; 
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Item III: General administration expense 
—Alabama Power Co. $245,036.54; 

Item V: Interest $755,610.69. 

Item VII: Commission to Dean for land 
purchase from state—$5000.00 ; 

Item VIII: Taxes $5,372.25; 
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sisting that they were incorrectly de- 
cided, it elaborately reargues and urges 
us to reconsider all of them. 

The Commission on its part insists 
that upon the principles of res judicata 
and stare decisis, the matters deter- 
mined in the Mitchell and Martin Dam 
Cases may not be reconsidered and 
differently decided here and that the 
other matters complained of were cor- 
rectly decided by it. 

[1, 2] We need not undertake to 
determine whether the questions de- 
cided in those cases could be different- 
ly decided here, for we are not in any 
doubt that they ought not to be. We 
shall, therefore, make the same dis- 
position of them as was done in those 
cases, confining our investigation and 
decision anew to those matters pre- 
sented here for review which were not 
presented and determined in the earlier 
cases. This conclusion disposes in pe- 


titioner’s favor, because disposed of 
favorably to it in the Martin Dam 
Case, its claims that bonuses paid as 
additional compensation, claimed un- 
der Items I and X, and certain travel- 
ing expenses, claimed under Item I, 
were erroneously disallowed by the 


Commission. It disposes adversely to 
petitioner, because they were disposed 
of adversely to it in either the Jordan 
or Martin Dam Cases, or in both, of 
all the other subitems under Item I 
and of Items ITI, III, V, VIII, XII, 
and XTV. It leaves for consideration 
and determination by us Items VII— 
Commission paid Dean; IX—Credit 


for electric energy generated during 
construction; XIII—Cost of non- 
project lands; and XV—Cost of lands 
purchased from the state. 

[3] Items VII and XV relate to the 
same transaction, the purchase of land 
from the state. Their determination 
rests upon the same inquiry, whether 
the amount paid the state was the ac- 
tual legitimate cost thereof in the sense 
of being its reasonable value. The 
Commission, fixing the actual legiti- 
mate cost of the land not at $1,000 
per acre, the price actually paid the 
state for it, but at $125 an acre, and 
determining that the purchase price 
was, therefore, excessive and unrea- 
sonable, disallowed as legitimate actual 
cost all of the excess over $125 per 
acre paid for it. A careful study of 
the record convinces us that there is 
not only sufficient, but overwhelming, 
support for the finding that viewed as 
land wholly apart from the state as 
owner of it, the price paid did not 
represent the reasonable value of the 
land but in fact was grossly in excess 
of it. In negotiating with the gov- 
ernor of the state, petitioner’s presi- 
dent took the position that the com- 
pany ought to pay its value simply as 
land and that that was not above $50 
an acre, while the governor took the 
position that he didn’t care what the 
land was worth as land, the state 
would not sell it for less than $1,000 
an acre. That was the price, and the 
company could take it or leave it at 
that. The hundreds of acres of the 





_ Item IX: The rejection of $123,259.97 cred- 
it allowed by petitioner for energy generated 
by the project during construction and the 
excessive charge in lieu thereof of $329,693.52; 
Item X: Bonus of one month’s pay $6,- 
460.00 ; 
_Item XII: Charges for general construc- 
tion equipment $251,360.03; 
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Item XIII: Nonproject lands. Disallowance 
of costs of land lying outside the project 
boundaries established after the completion of 
project, $12,450.00; $1,472.31; $53,230.75; 

Item XIV: Lands acquired in 1913 Mer- 
ger $2,750,000.00 ; 

Item XV: Lands purchased from the state 
of Alabama $130,377.48. 
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same kind and character which were 
acquired for this project had been ac- 
quired at an average cost of $40 an 
acre. Powell, manager of the land de- 
partment, testified that he thought the 
state’s whole tract of 600 acres with 
the improvements on it would, as im- 
proved, be.reasonably worth $125 an 
acre, and the Commission allowed for 
the unimproved 106 acres, which was 
all that was taken, the value per acre 
set for the whole improved place. Pe- 
titioner here does not really dispute 
these conclusions. It takes the posi- 
tion that the statute, in fixing the ac- 
tual legitimate cost as the matter to 
be arrived at, compels the Commission 
to allow what was actually paid in the 
absence of evidence showing fraud, 
collusion, or mismanagement. It 
stands upon the undisputed fact that 
all of the negotiations were in good 
faith and that it was the deliberate 
and considered judgment of the man- 
agement that it was better to pay the 
$1,000 demanded by the state than not 
to get the land which was necessary 
for the project or to engage in a con- 
demnation struggle with the state, 
complicated as it would be both by 
questions of its right to condemn land 
of the state and of the disadvantages 
it would be at in such a proceeding. 
Two of the Commissioners agreed 
with the petitioner’s contention, and 
though we agree with the majority 
that the price paid is so grossly ex- 
cessive as that it cannot be allowed as 
claimed, we are not prepared to hold 
that if the petitioner could have, and 
had, resorted to condemnation, it 
would not have been required, at least 
for the 106 acres taken from the 600 
acres regarded and held by the state 
as a potential power site, to pay con- 
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siderably more than the $125 the Com. 
mission has allowed. We hold that 
the evidence supports the Commis. 
sion’s findings that the $1,000 per acre 
paid the state for the land was exces- 
sive and unreasonable and not, within 
the statute, the actual legitimate cost 
of the project, but not its finding that 
$125 per acre was. We remand the 
matter for a redetermination of the 
actual legitimate cost in the light not 
merely of its value as agricultural 
land, but of what, since the evidence 
is undisputed that petitioner could not 
have gotten it without condemnation 
for less than the price paid, it might 
have been compelled to pay for the 
land in condemnation, taking into con- 
sideration all the elements of value 
properly to be considered in such a pro- 
ceeding. 

[4] Having found that the price 


paid for the land was excessive and 


unreasonable, it follows that the 
board’s disallowance of the commis- 
sion paid Dean to negotiate the pur- 
chase should be sustained. The evi- 
dence as to Dean’s employment comes 
from Powell, manager of the land de- 
partment. He testifies that he asked 
Dean to help him buy the land, prom- 
ising a 5 per cent commission if he 
would obtain the 600-acre farm for a 
reasonable price, Powell telling him 
that in view of the improvements on 
the land he thought $75,000, or $125 
per acre, would be a reasonable price 
for the entire 600 acres. In view of 
the testimony, we think it plain that it 
cannot be claimed that Dean earned 
his commission, for the evidence 
shows that Dean did not obtain the 
land at a reasonable price. The gov- 
ernor merely fixed an arbitrary price 
on the land of $1,000 an acre, and the 
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company had to pay that price or 
leave it. 

[5] Item IX deals with credit to 
the cost of the project to be allowed 
for electric energy, 85,018,000 kilo- 
watt hours, generated during construc- 
tion and delivered to petitioner’s oper- 
ating system “‘where it was intermin- 
gled with other electric energy and 
became a part of the total energy” 
sold at that time. The receipts from 
the sale of this energy amounted to 
$514,664.96, or 6 mills per kilowatt 
hour. From these receipts, according 
to the formula proposed by the Com- 
missioner’s staff accountants, $10,- 
378.48 should be deducted as the cost 
of generating the power, and the net 
balance, $504,286.48, should be cred- 
ited to the project. It is petitioner’s 


contention that the credit should not 
exceed the value of the energy at the 
generating plant determined by what 


the same energy would have cost from 
the next cheapest source of supply 
available at the time. Under this 
theory, petitioner contended that 18,- 
978,000 kilowatt hours could have 
been obtained from the excess storage 
at Martin dam at no additional cost, 
that 64,630,000 kilowatt hours could 
have been obtained from Wilson dam 
at a cost of 2 mills, and that 1,410,000 
kilowatt hours could have been ob- 
tamed from the Gorgas steam plant 
at 3 mills, making a total, after de- 
ducting $10,378.43, cost of operating 
the project, to be credited to the proj- 
ect of $123,259.97. As to this item, 
petitioner argues with emphasis and 
conviction that instead of finding, as 
it was required to do, the actual value 
at the generating plant of the energy 
sold by the plant during construction, 
as above, the Commission, by the pre- 
[19] 
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tended but not real use of a formula 
having no correct relation to the prob- 
lem dealt with and requiring a credit 
against project cost of $504,286.48, 
has arbitrarily set a value on the ener- 
gy of $340,072.00 or 4 mills per kilo- 
watt hour, and a consequent credit 
against the cost of the project after 
deducting $10,378.43 generating ex- 
penses of $329,693.52. 

As to the formula, petitioner claims 
that its use by charging the project 
with the entire amount received for 
the energy less only the generating 
costs operates confiscatorily by includ- 
ing in the value of the energy credited 
to the project large elements of value 
derived from the use of petitioner’s 
unlicensed transmission, distribution, 
and other facilities wholly disconnect- 
ed from this particular project. Says 
the petitioner: “The gross electric re- 
ceipts represent the value of the energy 
as delivered to the ultimate consumer. 
It does not represent the value of the 
energy at the generating plant which 
is the fact to be determined. As there 
is deducted from the gross receipts 
only certain costs, the remainder from 
which the average value is derived in- 
cludes the fair return upon petitioner’s 
unlicensed transmission, distribution 
and other facilities and thus the value 
at the generating station as finally de- 
rived is inflated by the amount of the 
return which was derived from the un- 
licensed facilities. The result is that 
the fair return to which the licensee 
is entitled is confiscated by reducing 
the net investment of this petitioner 
in this project by a proportion of such 
returns. The fundamental fallacy of 
this formula which makes it legally 
absurd is this: The formula applies 
the fair return received by petitioner 
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on its unlicensed, transmission and dis- 
tribution property to reduce the cost 
of this licensed project. Stated in an- 
other way, the formula attributes all 
the profit derived from petitioner’s en- 
tire electric business to the generating 
plants and attributes none to any of 
the other properties of petitioner, such 
as its transmission, distribution and 
other physical properties, and working 
capital.” 

In addition to this attack upon the 
formula, the petitioner points out what 
it claims are numerous other errors 
in it. In further support of its claim 
that the Commission “has arbitrarily 
arrived at the cost to be credited, peti- 
tioner asserts that in the case of the 
Mitchell dam project, where petitioner 
was endeavoring to have the value of 
the power added to the cost instead of, 
as here, subtracted from it, the Com- 
mission found as the value of the gen- 
erated energy to be added 2 mills as 
against 4 mills here when the values 
are to be subtracted. 

We are not prepared to affirm with 
the easy confidence exhibited by the 
majority of the Commission that we 
fully understand the formula and its 
application, both because the Commis- 
sion does not undertake to explain it; 
contenting itself with saying, “The 
record disclosed the formula for mak- 
ing such determination which was 
fully set forth and explained by the 
staff accountant at the hearing,” and 
because the Commission in finding the 
value has completely departed from 
the formula and used a sort of catch 
as catch can theory of having one hand 
wash the other. We are prepared, 
though to say that if the formula is 
a sound one and applicable for the set- 
tlement of the controversy, as the 
50 PUR(NS) 


Commission’s words affirm, its acts 
deny, it should be so applied and not 
be abandoned for an entirely different 
theory, while, if it is not a sound one, 
it has no place in the determination of 
the issue presented. While not pre. 
pared then to hold, in the present state 
of the record, that petitioner’s theory 
of solution is a correct one, we are in 
no doubt that the Commission’s dis- 
position of the item is erroneous, that 
it amounts to no more than guessing 
off a substantial item of value, and 
that its finding in respect to it must 
be reversed and the matter referred 
back to the Commission for the proper 
determination of the credit to be al- 
lowed. 


[6] Finally, there is Item XIII— 
Loss on purchases of lands lying out- 
side of the project boundaries as those 
boundaries were determined after its 
completion. This loss is made up of 
three items, (1) $12,450, cost of five 
parcels of land, (2) $1,472.31, acqui- 
sition expenses in connection with 
these lands, and (3) land purchased 
from petitioner’s affiliates at a cost of 
$53,230.75. The Commission disal- 
lowed the costs of Items (1) and (2) 
as for lands lying wholly outside the 
project boundaries on the ground that 
“Licensee failed to show that it was 
necessary to acquire such lands for the 
construction of this project.” As to 
Item (3), it found that petitioner did 
not sustain the burden of showing the 
cost to its affiliate of the properties 
purchased. Petitioner does not dis- 
pute the Commission’s position that 
Items (1) and (2) would not be:al- 
lowable if the lands had not been rea- 
sonably acquired for use for project 
purposes, nor does it dispute the Com- 
mission’s position that the cost to af- 
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filiate of lands purchased from it must 
be shown. It insists that all of the 
lands were purchased for project uses, 
that most of the lands purchased from 
its affiliate lie within the project boun- 
daries and that the failure of the 
record to fully show these facts was 
due to its justified assumption, as the 
issues were drawn, based upon the uni- 
form practice of the Commission, that 
the costs of these lands would not be 
disallowed as nonproject lands, that 
it was not being claimed that the cost 
to petitioner was not the same as the 
cost to the affiliate. It insists that the 
first inkling it had that any of the mat- 
ters under this head were proposed for 
disallowance was in the brief filed by 
the counsel for the Commission after 
the hearing. It asserts, too, that in its 
brief, it called to the attention of the 
Commission that these issues raised 
by brief of counsel for the Commis- 
sion did not exist, and that it also 
pointed out in its brief that the land 
acquired from the affiliate had been 
transferred to petitioner at the cost to 
the affiliate, and that at least some of 
the lands lying wholly without the 
project boundaries had been purchased 
for project purposes. It insists, there- 
fore, that it has not had a hearing on 
these items and asks that such a hear- 
ing be afforded. The Commission in 
its brief makes no effective answer to 
this complaint in substance that the 
finding was not within the issues 
made, and it has therefore been based 
upon technicality and not upon sub- 
stance. A proceeding of this kind is 
substantial and not technical. Its pur- 
pose is to ascertain the actual legiti- 
mate cost of the project under consid- 
eration. We think it clear that as to 
this item there is enough doubt as to 
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whether the matter has been fairly 
heard and determined on its merits 
and substantial justice has been done 
as to it to require our disapproval of 
the highly technical findings as to it 
and a remand of this item to the Com- 
mission for a further hearing and de- 
termination of the facts. 

As to the subitems under Item I, 
amounts paid as additional compensa- 
tion and for expenses, and as to Item 
X, payment of additional compensa- 
tion, the findings of the Commission 
are disapproved and the order disal- 
lowing these items is reversed with 
directions to allow these items. As to 
Items IX, XI, and XIII, the findings 
of the Commission are disapproved, 
and the order as to these items is re- 
versed with directions for further and 
not inconsistent proceedings. As to 
the remaining items, the order of the 
Commission is affirmed. Affirmed in 
part, in part reversed, and in part re- 
versed and remanded for further and 
not inconsistent proceedings. 


Watter, C.J., concurring in part 
and dissenting in part: I dissent only 
to that portion of the opinion which 
holds that the petitioner was not en- 
titled to include in the “actual, legiti- 
mate cost” of the project the money 
paid the state of Alabama for 106 acres 
of land. 

It is conceded that the petitioner 
was required to have the 106 acres 
because same would be flooded by 
waters created by the dam. It is con- 
ceded that there was no fraud nor col- 
lusion in the acquisition of these lands 
from the state, and although it appears 
from the testimony that the price of 
$1,000 per acre was entirely out of 
proportion to the market value of the 
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land in question, nevertheless, $1,000 
an acre represents the actual cost of 
the land and there is nothing illegiti- 
mate in the transaction whereby a pub- 
lic utility pays to the state of its crea- 
tion more than the actual market value 
of lands which it was required to have 
and which, in the exercise of its busi- 
ness judgment, it preferred to acquire 
by purchase rather than the doubtful, 
long-drawn-out and expensive process 
of condemnation—conceding that the 
right of the power company to con- 
demn state lands or to sue the state 
without its consent exists. 


It should be borne in mind that the 
petitioner here was operating and try- 
ing to do business under dual sov- 
ereignties. It should not be forgot- 
ten that good business judgment re- 
quired it at least to exercise every rea- 
sonably possible means of doing busi- 
ness amicably with the state of its 
domicile and its creation. It should 
not be forgotten that its properties in 
the state of Alabama were subject to 
taxation. It should not be forgotten 
that the state of Alabarna still had 
such powers over the corporation as 
were not preempted by the scope of 
congressional legislation and power. 
It appears without dispute that the 
then governor of Alabama considered 
its site available and appropriate for 
the generation of hydroelectric power 
for the use of other properties of the 
state of Alabama in that vicinity. 
Neither the Commission nor the court 
should lose sight of the fact that a 
public utility of the nature of the peti- 
tioner is expected to undertake to cre- 
ate and maintain good will in the state 
and to conduct its business in harmony 
with the state, and its agencies, in 
which it does business, and it is a mat- 
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ter of common practice for corpora- 
tions of the size and character of the 
petitioner to make concessions to the 
building of good will, not only with 
the local and state officials, but with 
the citizens of the community and to 
incur a legitimate and justifiable ex- 
pense to that end. The failure of 
other and similar corporations to es- 
tablish and maintain such a policy, but 
on the contrary to ignore it, is one of 
the reasons why stringent legislation 
was necessarily enacted for their regu- 
lation. Even though we conceded that 


the Federal Power Commission and § 


this court have the right to conclude 
that the governor of the state of Ala- 
bama was high-jacking the petitioner, 
nevertheless, there is no proof in the 
record that payment of the sum de- 
manded by the state under the circum- 
stances was not the exercise of pru- 
dent judgment, and certainly the price 
paid was actual and legitimate. 

I do not think that either the Com- 
mission or the court should lose sight 
of the fact that, in this particular, the 
petitioner was between the state and 
Federal governments—the upper and 
nether millstones, if you please. The 
expenditure was admittedly made in 
good faith and in the exercise of what 
the management thought was prudent 
business. It seems to me that the 
court should be concerned not so much 
with the amount of the expenditure 
as its actuality and legitimacy. The 
price paid was not a donation to char- 
ity but was the consideration paid for 
property which the company had to 
have. The fact that its judgment was 
misguided in the manner, or method, 
of acquisition does not render the ex- 
penditure illegal. 

I concur in the statement of Com- 
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missioners Draper and Manley in ref- 
erence to this feature of the case 
wherein they say: 

“With regard to the item represent- 
ing the amount paid to the state of 
Alabama for two parcels of land with- 
in the reservoir area, the evidence 
shows unequivocally that the state de- 
manded and the company paid $1,000 
per acre for land which was indis- 
pensable to the project. 

“It has always been my position that 
the best evidence of the actual cost of 
anything is the price which was de- 
manded and paid therefor, in the ab- 
sence of fraud, collusion, etc. And in 
determining the actual cost, it is my 
belief that we should not be concerned 
with value unless there is doubt as 
to the good faith of the transaction 
under scrutiny or indication of fla- 
grant lack of good business judgment. 
Neither of these two elements is pres- 
ent here. In fact, the evidence shows 
that the company made long-continued 
efforts to bring about a reduction in 


the price asked, but to no avail, and 
that the possibility of a condemnation 
suit was carefully weighed and reject- 
ed because of the inadvisability of un- 
dertaking an adversary proceeding 
against the state in which the company 
was domiciled and under whose laws 
it was doing business.” (Italics 
added.) (43 PUR(NS) 37, 55.) 

The court remanded the case for a 
determination of the price for which 
the lands could have been acquired in 
condemnation. I know of no way to 
determine that fact except by a pro- 
ceeding in condemnation which cer- 
tainly could not be maintained now. 
It seems to me that what the verdict 
of a jury or Commissioners might have 
been in a condemnation suit is entirely 
unpredictable. The old saying that 
“You can’t tell when a mule will kick, 
how a jury will decide, and whom a 
woman will marry,” is applicable. 

I concur in the other conclusions of 
the court and dissent in the above par- 
ticular only. 





UNITED STATES COURT OF APPEALS FOR THE 
DISTRICT OF COLUMBIA 


Central & South West Utilities Company 


et al. 


Uv 


Securities and Exchange Commission 


[No. 8333.] 
(— US App DC —, 136 F(2d) 273.) 


Security issues, § 96 — Recapitalization — Common stock basis — Holding com- 


pany simplification, 


1. An order of the Securities and Exchange Commission requiring a cor- 
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poration and its two subsidiaries, which were nonoperating public utility 
holding companies, to end the ‘corporate existence of one of the subsidi- 
aries and to substitute a single common stock for the present capitalization 
was sustained by Commission findings, where it had been found that a 
preferred stock would not be reasonably adapted to security structure or 
earning power and that it would unnecessarily complicate the holding com- 
pany system of the new corporation and of the top holding company and 
where it had also been found that the company’s voluntary plan of re- 
organization by consolidation, with its provision for preferred and common 
stock, would give the top holding company voting power and voting control 
of the proposed new corporation out of proportion to its stake in the hold- 
ing company system, p. 295. 


Security issues, § 96 — Common stock basis — Recapitalization — Holding com- 
pany simplification. 

2. Only common stock should be permitted in a readjustment of a holding 
company’s corporate structure where it may reasonably be thought that a 
preferred stock would cause voting power to be inequitably distributed and 
where the earnings and assets of subsidiaries are not sufficient to provide 
for any of the stock of the holding company the degree of security which 
the public attributes to preferred stock, p. 295. 


Appeal and review, § 78 — Introduction of additional evidence — Simplification 
of holding company system. 

3. Upon review of an order of the Securities and Exchange Commission 
requiring a holding company and its two subsidiaries which were nonoperat- 
ing public utility holding companies to end the corporate existence of one 
of the subsidiaries and to substitute a single common stock for present 
capitalization, a motion for leave to introduce additional evidence of im- 
proved financial condition of the companies should be denied where the im- 
provements were relatively too small and too brief to be material within 
the meaning of § 24(a) of the Holding Company Act, 15 USCA § 79 
(a), p. 296. 


[June 7, 1943.] 


EVIEW of order of Securities and Exchange Commission 
R requiring end of corporate existence of one subsidiary hold- 
ing company and recapitalization on common stock basis, where- 
in petitioner filed motion for leave to introduce additional evi- 

dence; motion denied and order affirmed. 


¥ 


APPEARANCES: George Roberts, of 
New York city, pro hac vice, by spe- 
cial leave of court, with whom Ralph 
D. Stevenson, of Chicago, IIl., pro hac 
vice, by special leave of court, and 
Howard C. Westwood of Washington, 
D. C., were on the brief, for petition- 
ers; Richard A. Moore, of Washing- 
ton, D. C., also entered an appearance 
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for the petitioners; Homer Kripke, 
Assistant Solicitor, Securities and 
Exchange Commission, of Phila- 
delphia, Pa., with whom John F. 
Davis, Solicitor, Securities and Ex- 
change Commission, of Philadelphia, 
Pa., was on the brief, for respondent. 

Before Miller Edgerton, and 
Arnold, Associate Justices. 
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CENTRAL & SOUTH WEST UTIL. CO. v. SECURITIES & EXCH. COM. 


EpcerTon, A. J.: We have to re- 
view orders of the Securities and Ex- 
change Commission which required 
the petitioners, the Middle West Cor- 
poration and its subsidiaries (1) Cen- 
tral and South West Utilities Com- 
pany and (2) American Public Serv- 
ice Company, to end the corporate ex- 
istence of either Central or American 
and to substitute a single common 
stock for the present capitalization of 
Central and American. Both Central 
and American are nonoperating pub- 
lic utility holding companies which 
perform no services for their subsid- 
iaries. The substance of the attack 
upon the orders is that they require 
the elimination of preferred stocks and 
that they are mandatory. Petitioners 
themselves had submitted to the Com- 
mission under §§ 6 (a) and 7 of the 
Public Utility Act of 1935, 15 USCA 
§§ 79f(a), 79g, a plan which would 
have eliminated one of the corpora- 
tions, but that plan would have per- 
mitted a preferred stock and would 
have become effective only if approved 
by the security holders. The Com- 
mission, in the same orders, disap- 
proved petitioners’ plan. 

Section 11(b)(2) of the Public 
Utility Act of 1935? directs the Com- 
mission “To require by order, after 
notice and opportunity for hearing, 
that each registered holding company, 
and each subsidiary company thereof, 
shall take such steps as the Commission 
shall find necessary to ensure that the 
corporate structure or continued ex- 
istence of any company in the holding- 
company system does not unduly or 
unnecessarily complicate the structure, 
or unfairly or inequitably distribute 


149 Stat 803, 821; 15 USCA § 79k(b) (2). 
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voting power among security holders, 
of such holding-company system.” 
The act expressly recognizes that in- 
vestors and the public are likely to be 
adversely affected when securities of 
holding companies or subsidiaries “are 
issued upon the basis of fictitious or 
unsound asset values having no fair 
relation to earning capacity,” 
or when control of subsidiaries “is ex- 
erted through disproportionately small 
investment.” * 

[1,2] The Commission’s findings 
and opinion® give a detailed descrip- 
tion of petitioners which we need not 
repeat. The Commission found that 
a preferred stock would not be reason- 
ably adapted to security structure or 
earning power, and that it would un- 
necessarily complicate the holding 
company systems of the new corpora- 
tion and of Middle West It found 
also that petitioners’ plan, with its 
provision for preferred and common 
stock, would give Middle West “vot- 
ing power and voting control out of 
proportion to its stake in the holding 
company system of the proposed new 
corporation.” This is as much as to 
say that it would “unfairly or in- 
equitably distribute voting power.” 
These conclusions of the Commission 
were based on an extensive analysis 
of the financial condition and earning 
power of Central, American, and their 
subsidiaries. This analysis showed 
substantially the following facts, 
among others. No dividends had been 
paid on the common stock of Central 
since 1932 or on the common stock of 
American since 1931. Regular divi- 
dends were earned and paid on the 

2Sections 1(b)(1), 1(b)(3), 15 USCA 


§§ 79a(b) (1), 79a(b) (3). 
$11 SEC —. 
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preferred stock of American after 1939 
and on the prior lien preferred stock 
of Central after 1937, but no dividends 
had been paid on the $7 preferred 
stock of Central since 1932. Divi- 
dends on all preferred stocks of Cen- 
tral and American were greatly in 
arrear. Though some payments have 
since been made on account of arrears, 
the vice president of Middle West tes- 
tified that on the basis of anticipated 
earnings it would take at least 25 or 
30 years to pay them in full. Since 
Central and American own chiefly the 
common stock of their subsidiaries, 
any preferred stock of Central or 
American or their successor is neces- 
sarily junior to the debts and preferred 
stocks of the subsidiaries. Interest 
charges and preferred-stock dividends 
of the subsidiaries absorb so much 
of their gross income that a decrease of 


about 35 per cent in that income would 
leave nothing for Central and Ameri- 


can. Subsidiary debts plus subsidiary 
preferred stock amount to 74.7 per 
cent of total capitalization and 79 
per cent of depreciated plant account. 
The Commission said: “The addition 
of a holding company preferred stock 
to the extent of 10.6 per cent (and a 
small amount of holding company 
debt) results in a top-heavy structure 
—over 85 per cent senior securities 
and less than 15 per cent common stock 
and surplus. We would not sanction 
such a structure for an operating com- 
pany. No more can we sanction it 
merely because a holding company is 
introduced into the picture. Indeed, 
the introduction of the holding com- 
pany creates a possibility that security 
holders of the holding company may 
be deceived and may not realize that 
their so-called preferred stock has be- 
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hind it only a thin equity represented 
by operating company common 
stocks.” Under petitioners’ plan the 
thin equity of the new holding com. 
pany’s common stock, owned chiefly 
by Middle West, would have 84 per 
cent of the voting power. 

These and other findings of the 
Commission are supported by evi- 
dence. There is no dispute as to any 
basic fact. In our opinion the find- 
ings support the orders. It may rea- 
sonably be thought that a preferred 
stock in this situation would cause 
voting power to be inequitably dis- 
tributed. When earnings and assets 
of subsidiaries are not sufficient to 
provide for any of the stock of a hold- 
ing company the considerable degree 
of security which the public attributes 
to preferred stock, it may reasonably 
be thought that division of the hold- 
ing company’s stock into preferred and 
common will “unduly or unnecessarily 
complicate the structure” of the sys- 
tem. 

[3] Petitioners show that their 
financial position has improved some- 
what since the Commission held its 
hearings. Section 11(b) authorizes 
the Commission to revoke or modify 
its order, after notice and hearing, in 
response to changed conditions, and 
there is no reason to assume that it will 
not do so if sufficient occasion arises. 
Nevertheless petitioners now ask leave, 
under § 24(a) of the act,* to adduce 
their improved position as “additional 
evidence” in the completed hearings 
which led to the present order. We 
need not decide whether supervening 
events of this general sort may some- 
times be “additional evidence” within 


#15 USCA § 79x(a). 
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the meaning of § 24(a). If so, final 
administrative disposition and judi- 
dal review may often be prevented al- 
together by the mere fact that they 
take time. In any event, the improve- 
ments to which petitioners call our at- 
tention are in our judgment relatively 
too small and too brief to be “mate- 
rial” within the meaning of § 24(a). 
In other words, they do not seem to us 
to have any important bearing upon 
the Commission’s conclusions. The 
motion for leave to introduce addi- 
tional evidence is denied. 

Petitioners make a number of con- 


CO. v. SECURITIES & EXCH. COM. 


tentions which we have not discussed. 
We should have to discuss some of 
them were it not for the opinion of 
Judge Maris in Commonwealth & 
Southern Corp. v. Securities and Ex- 
change Commission.’ That case re- 
sembles this in several respects, and 
we concur in the views there ex- 
pressed. 

Affirmed. 

5 (1943) 134 F(2d) 747, 48 PUR(NS) 72. 
Cf. North American Co. v. Securities and 
Exchange Commission (1943) 133 F(2d) 148, 
47 PUR(NS) 6; City National Bank & Trust 
Co. of Chicago v. Securities and Exchange 


Commission (1943) 134 F(2d) 65, 48 PUR 
(NS) 195. 








FEDERAL POWER COMMISSION 


Re Wisconsin Michigan Power Company 


[Opinion No. 94, Docket No. DI-155, Project No. 1759.] 


Water, § 19 — Hydroelectric power project — Navigability of stream. 


1. The navigability of streams is an issue to be determined upon applica- 
tion for a license to construct a power project on public land, p. 299. 


Water, § 35 — Navigability of streams — Floating of logs. 
2. Rivers used for the floating of logs in the course of a continuous move- 
ment from one state to another are navigable waters of the United States 
within the meaning of the Federal Power Act, p. 299. 


Water, § 20.2 — Hydroelectric projects — License requirements. 


3. A hydroelectric plant located downstream should be covered in a license 
issued for an integral hydroelectric development located upstream where 
it will be beneficially affected by the latter development and the maintenance 
and operation of the plant will provide necessary reregulation of the river 
flow as fluctuated at the upstream reservoir and plant, and where the opera- 
tion of both the downstream and upstream development indicates the essen- 
tiality of each as a part of a comprehensive plan of stream development and 


integrated operation, p. 303. 


[July 27, 1943.] 


PPLICATION for authority to operate hydroelectric project; 
A amendment of application so as to include downstream 
projects ordered. 
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APPEARANCES: James D. Shaw, 
Milwaukee, Wisconsin, and Harold 
M. Wilkie, Madison, Wisconsin, for 
Wisconsin Michigan Power Company ; 
Howard E. Wahrenbrock, and Louis 
DaPra, for the Commission. 


By the Commission: Pursuant to 
§ 23(b) of the Federal Power Act, 
16 USCA § 816(b), Wisconsin Mich- 
igan Power Company? on April 27, 
1940, filed its Declaration of Inten- 
tion in Docket No. DI-155 to con- 
struct a dam and storage reservoir on 
the Michigamme river, in Iron county, 
Michigan, some 23 miles above the 
confluence of that stream with the 
Brule river.? The proposed construc- 
tion (known as the Way dam and 
reservoir ) was for the purpose of stor- 
ing flood waters and to some extent 
equalizing stream flow. The storage 
capacity of the reservoir is about 113,- 
800 acre-feet. No powerhouse, water 
wheels, turbines, or electric generat- 
ing units are installed at said dam or 
structurally connected therewith. 

Subsequently it was discovered that 
the proposed reservoir would overflow 
31.4 acres of public lands of the Unit- 
ed States and on September 13, 1940, 
the applicant filed an application 
(docketed as Project No. 1759) for a 
minor part license for the Way dam 
and reservoir. 

The applicant also proposed to con- 
struct a dam and power plant on the 
Michigamme river at Peavy Falls, in 
Iron county, Michigan, about 15.7 


miles downstream from the Way dam, 
to be operated in conjunction with the 
Way dam and reservoir and func- 
tionally related thereto without the in- 
tervention of any other hydroelectric 
plant. Except for the matter of the 
inclusion of the Twin Falls develop- 
ment, considered hereinafter, the Way 
dam and reservoir development and 
the Peavy Falls development constitute 
an integral hydroelectric development 
project. © Following informal con- 


ferences between representatives of 
the Commission and the applicant, the 
latter filed an amended application, on 
March 31, 1941, in Project No. 1759, 
for a major license covering Way dam 
and reservoir and the Peavy Falls 
development.® 


The applicant also owns, operates, 
and maintains, without license under 
the Federal Power Act and without 
permit or valid existing right of way 
granted prior to June 10, 1920, a dam, 
powerhouse, and other works inciden- 
tal thereto on the Menominee river at 
Twin Falls, 11.4 miles below the con- 
fluence of the Michigamme and Brule 
rivers. The applicant also owns sub- 
stantially all of the riparian rights 
between the Peavy Falls site and the 
Twin Falls development. The Peavy 
Falls plant will be operated as a peak 
load carrier and the intermittent dis- 
charge of water resulting from such 
operation will fluctuate stream flow 
downstream but the effect of such 
operations will not pass beyond the 





1 Hereinafter referred to as applicant. 

2The Brule and Michagamme rivers unite 
to form the Menominee river. 

8 During the pendency of this proceeding, 
Way dam and reservoir have been completed 
in accordance with plans filed with the Com- 
mission and have been in use since the early 
spring of 1941. With respect to the Peavy 
Falls dam and power plant, the Commission 
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wrote the applicant under date of August 9, 
1941, that the Peavy Falls dam and power 
plant apparently would require a standard 
form major license, that the immediate under- 
taking of construction would not prejudice the 
company’s position in the regular proceeding 
necessary to obtain such a license, and urging 
that project construction be expedited. It has 
since been completed. 
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Twin Falls plant if that plant is 
operated as a reregulating plant. 


The Issues 


{1] Applicant urged that naviga- 
bility was not an issue in this proceed- 
ing. It contended that public lands 
were occupied and by filing applica- 
tion for license by reason.thereof fur- 
ther jurisdictional facts should re- 
main undetermined. We cannot agree 
with this conclusion nor so limit the 
issues. Obviously § 4(e) of the act, 
16 USCA § 797(e), requires the pro- 
tection of navigability where existent. 

Hence, the principal issues now 
presented for decision are, first, wheth- 
er the Michigamme and Menominee 
rivers are navigable waters of the 
United States or, if not, whether the 
proposed project will affect the inter- 
ests of interstate or foreign commerce ; 
and, second, whether applicant’s Twin 
Falls development should be covered 
in any license issued for the Way dam 
and reservoir and the Peavy Falls de- 
velopment. 


Navigability of Michigamme and 
Menominee Rivers 


[2] If the Menominee and Michi- 
gamme rivers are navigable waters of 
the United States within the meaning 
of that term as used in the Federal 
Power Act, it is because they have 
been used and are suitable for use in 
the transportation of persons or prop- 
erty in interstate commerce. The 
principal use has been for logging. 
We also note that the record in this 
case includes evidence that the Michi- 
gamme was used by the Indians as a 
route of travel between Lake Superior 
and Green bay, of Lake Michigan, 
and that the white man used it until 


he developed others. Government ge- 
ologists, making an early survey of 
the Upper Peninsula of Michigan, de- 
scended the Michigamme in “canoes” 
and reported that the river “is fre- 
quently ascended by the Indians in 
bark canoes, making many portages, 
into the west part of Township 48 
N., R. 31 W., from which place a 
portage trail leads to Keweenaw bay 
of Lake Superior.”” Government topo- 
graphical engineers reported, on the 
basis of their own experience, that the 
Menominee could be ascended in ca- 
noes carrying not more than 300 
pounds, with two men to each canoe. 
An early timber cruiser descended the 
Michigamme river in 1873 in a flat- 
bottom bateau (one of: a flotilla of 
eight bateaux), described as large 
enough to carry five men and their 
supplies and equipment and requiring 
four men to carry over the portages. 

From the report of the Chief of En- 
gineers, United States Army, made in 
1930 (House Document No. 141, 
72nd Congress, lst Session), we quote 
the following description of the Me- 
nominee and Michigamme rivers: 

The Michigamme river, which joins 
with the Brule from the Michigan 
side to form the Menominee, rises 
within a few miles of Lake Superior 
in a region containing numerous lake 
areas at an elevation of about 1,750 
feet and flows almost due south to 
join with the Brule at the nominal 
head of the Menominee river. 


The Menominee river is formed by 
the junction of the Brule and Michi- 
gamme rivers and flows in a generally 


southeasterly direction into Green 
Bay, an arm of Lake Michigan. The 
river is 118 miles long and has a 
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drainage area of 4,070 square miles. 
It forms [part of] the boundary be- 
tween Wisconsin and the Upper Pen- 
insula of Michigan. . The aver- 
age annual rainfall in this basin is 
about 30 inches and the average run- 
off about 12 inches. During nineteen 
years of record the maximum flow of 
the stream was 23,200 cubic feet per 
second and the minimum 706 cubic 
feet per second, measured at a point 
controlling 93 per cent of the drainage 
area. 


Menominee harbor, at the mouth of 
the river, is under improvement for 
navigation by the United States. At 
present the controlling depth is 18 feet 
from the mouth of the river to the 
wharf of the Central West Coal Co., 
thence 17 feet to the Marinette munic- 
ipal wharf, the head of the improved 
channel. Above this wharf there are 
natural depths of 10 feet as far as the 
fixed highway bridge at Dunlop ave- 
nue. An abrupt fall occurs in the 
river about 24 miles from its mouth 
and the navigable portion of the river 
below this fall constitutes the com- 
mercial harbor of Menominee. The 
River and Harbor Act approved July 
3, 1930, provided for modification of 
the project to provide a channel 20 
feet deep from the mouth to the Mari- 
nette municipal wharf. Construction 
of this enlargement of the project has 
not yet begun. In its original condi- 
tion the depth at the mouth of the 
river was about 5 feet and the river 
was navigable for small boats for 
about 2 miles and above that point was 
available for rafting and logging for 


about 100 miles. Above the first dam 
the river was originally used for float. 
ing logs on a large scale. This bus- 
ness reached its peak about 1892, in 
which year 4,400,000 logs were floated 
down the river. With the exhaustion 
of the timber supply, the practice of 
floating logs has practically ceased. 
Other evidence in the record shows 
that great quantities of logs, pulp 
wood, and other forest products were 
transported on the Menominee, Michi- 
gamme, Fence, and Deer * rivers, and 
Lake Michigamme (the source of the 
Michigamme river) from points in the 
state of Michigan above, at and below 
the sites of Way dam, Way reservoir, 
and the Peavy Falls Project, to the 
mills at Menominee, Michigan, and 
Marinette, Wisconsin, and from there 
shipped to Chicago, Illinois; Detroit, 
Michigan; Cleveland, Ohio; Buffalo, 
New York; Tonawanda, New York; 
and other lake ports. Saw logs were 
processed into lumber and pulpwood 
into paper and pulp products at and 
near Menominee, Michigan, and Mari- 
nette, Wisconsin. The Menominee 
river flows between the two cities. 
The total amount of logs driven 
down the Menominee river each year 
for fifty consecutive years, beginning 
in 1868 with 62,000,000 board-feet, 
reached a maximum of 642,137,318 
in 1889, declining to 65,000,000 in 
1911 and 12,000,000 in 1917.° 
On the Michigamme river, log 
drives from as far upstream as 9 
miles above Peavy Falls had begun by 
1880 and probably as early as 1877, 
and continued annually until at least 
as late as 1909, with some pulpwood 





* The Fence and Deer are tributaries of the 
Michigamme, entering it above the site of 
Way dam. 
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5From 1878 to 1901, the number of logs 
driven ranged from 817,000 to a maximum of 
4,416,000 in 1892 to 3,066,000 in 1901. 
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driving later and one ill-considered 
attempt to drive hardwood logs (too 
heavy to float) in 1917. One contract 
in evidence called for the delivery of 
from two and one-half to three and 
one-half million feet of pine saw logs 
on the banks or ice of Michigamme 
river as early as the logging season 
1879 and 1880. In 1886 the huge 
total of 108,947,127 board-feet of logs 
were driven on the Michigamme. By 
1896 the figure had declined to 56,- 
000,000; by 1900, to 20,000,000; and 
by 1908, to 3,500,000. One lumber 
company alone had 7,636,305 board- 
feet of logs driven down the upper 
Michigamme river (from above the 
mouth of the Fence river) in 1895. 
During the entire lumbering era, with 
more than 30 consecutive annual 
drives, the Michigamme “drive” was 
never “hung up” until the next year. 

A witness who worked as boatman 
and logger on drives on the Menomi- 
nee, the Michigamme, the Fence, and 
the “Peschekee” ® rivers testified that 
one year he worked on the towing of 
ten million feet of logs across Lake 
Michigamme. A 60-foot side-wheel 
steamboat was used to tow the mass 
of loose logs in booms across the lake. 

From 1868 to 1900, more than ten 
billion board-feet of boards, pulp- 
wood, and forest products were float- 
ed on the Menominee river and its 
tributaries, ranking it as one of the 
greatest logging streams of the United 
States, in the same category with the 
Tittabawassee, the Muskegon, the 
Chippewa, and the Mississippi. 

The logs so driven were cut during 
the winter months and usually tiered 
on skidways along the banks of the 





® The name of the Michigamme river above 
Republic. 


streams until spring. Driving began 
in the spring of the year as soon as 
the ice broke up, and continued until 
all the logs were out. Timber dams 
were constructed across the streams to 
impound the flood waters which were 
released to aid in the driving. The 
logs were driven down the Michigam- 
me and its tributaries, and other trib- 
utaries of the Menominee, by per- 
sons or associations hired by those 
lumber concerns logging the lands ad- 
jacent thereto and down the Menomi- 
nee river to the mills by the Menom- 
inee River Boom Company (or its 
predecessor, the Menominee River 
Manufacturing Company). General- 
ly all the logs were down to the mills 
by the middle of July or the frst of 
August of each year. From 1871 to 
1900 the annual net earnings of the 
Boom Company varied from a mini- 
mum of about $40,000 in 1875 to a 
maximum of $185,000 in 1887. 
Bateaux, “wannigan boats,” canoes, 
and row boats were used to transport 
men and equipment on the drives. 
The bateaux were long, clinker-built 
boats, sharp at both ends, probably 30 
feet long, with high sides and sloping 
to a keel and capable of carrying from 
ten to twelve men. They were carted 
by wagon and railroad cars before the 
beginning of the drive to warehouses 
located near the streams. They were 
poled downstream and used to carry 
drivers back and forth across the 
stream as well as downstream to log 
jams ahead. On the Michigamme 
river they were also used to transport 
the cooking outfit, tools, bedding, 
tents and other equipment of the crew. 
On the Menominee river they were 
used to carry drivers to the centers 
of the log jams and from one bank 
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of the river to another. Somewhat 
‘arger boats, called “wannigan boats,” 
approximately 38 feet long, were used 
to carry the cooking outfit, tools, bed- 
ding, tents and other supplies. From 
three to six bateaux and from four to 
twelve “wannigan boats” were used on 
the Menominee. In addition, light 
board boats and birch bark canoes, as 
well as rafts made of dried cedar poles, 
were used in the drives. 

We are satisfied that the record of 
use of the Menominee and Michi- 
gamme rivers which we have briefly 
summarized requires that we find them 
to be navigable waters of the United 
States. The definition of “navigable 
waters” in the Federal Power Act 


makes use or suitability for use for 
the transportation of persons or prop- 
erty in interstate commerce a control- 
ling criterion. 

That the floating of logs, in the 


course of a continuous movement 
from one state to another, is interstate 
commerce has been long and consist- 
ently recognized by the Supreme 
Court” and by acts of Congress where 
the interests of logging were involved.® 


There is nothing in either the Federal 
Power Act or in the long history of 
judicial interpretation of the Com- 
merce Clause that requires a showing 
of the employment of vessels or water- 
craft. 

The classic statement by the Su- 
preme Court of the scope of the com- 
merce power of Congress in relation 
to waterways in the Daniel Ball y. 
United States (1871) 10 Wall. (77 
US) 557, 563, 19 L ed 999, specifies 
merely that the susceptibility to use 
of a waterway, which is there said to 
be required, be susceptibility to use by 
customary modes of trade or com- 
merce by water. As already stated, the 
Supreme Court has clearly indicated 
that the floating of loose logs may be 
a sufficient use, and in decisions there 
referred to the court has treated loose 
logging as a form of navigation? 
Congress took the same view when it 
provided for the regulation ” of loose 
logging as a form of navigation and 
conditioned its authorizations of dams 
to safeguard the floating of loose logs 
as a form of navigation.” Numerous 
acts of Congress ™ have treated float- 





7Sands v. Manistee River Improv. Co. 
(1887) 123 US 288, 295-297, 31 L ed 149, 8 
S Ct 113; St. Anthony Falls Water Power 
Co. v. St. Paul Water Comrs. (1897) 168 
US 349, 359, 42 L ed 497, 18 S Ct 157; 
Champlain Realty Co. v. Brattleboro (1922) 
260 US 366, 373, 67 L ed 309, 43 S Ct 146; 
Hughes Bros. Timber Co. v. Minnesota 
(1926) 272 US 469, 472-474, 71 L ed 359, 47 
S Ct 170; United States v. Appalachian Elec- 
tric Power Co. (1940) 311 US 377, 405, 406, 
85 L ed 243, 36 PUR(NS) 129, 61 S Ct 
291; Pound v. Turck (1878) 95 US 459, 24 
L ed 525; United States v. Marthinson (1893) 
58 Fed 765, 766. 

8 See provisions of acts cited, notes 10 and 
11, infra. 

9 See note 7, supra. 

10 Section 1, Chap. 189, April 12, 1900, 31 
Stat...75. 
11 Chapter 3508, ee 21, 1906, 34 Stat. 386; 
Chap. 2072, May 1 , 1906, 34 Stat: 156; CE. 
Chap. 231, July 5, 1884, 23 Stat. 154, 155; 
Chap. 37, March 5, 1898, 30 Stat. 253. 


12For an act of Congress characterizing 
rafting as a method of navigation, and regulat- 
ing it, see: Chap. 387, May 9, 1900, 31 Stat. 
172, See statement of House Conferees in 
reporting this legislation, Congressional Rec- 
ord, April 30, 1900, pp. 4870, 4871. A gen- 
eral statutory provision that all congressional 
bridge authorizations thereafter given were 
conditioned for the protection of rafting, 
among other navigation mentioned, see § 4, 
Chap. 1130, March 23, 1906, 34 Stat. 85. Pre- 
vious acts authorizing bridges had frequently 
contained specific similar provisions. Out of 
innumerable such statutes, see, e. g. § 6, Chap. 
144, February 25, 1885, 23 Stat. 310; § 3. 
Chap. 149, July 3, 1884, 23 Stat. 67; § 2, Chap. 
81, June 12, 1884, 23 Stat. 41, 42; § 3, Chap. 
388, May 10, 1900, 31 Stat. 173; § 3, Chap. 27, 
Feb. 28, 1900, 31 Stat. 34; § 7, Chap. 33, 
March 2, 1900, 31 Stat. 41; § 2, Chap. 190, 
April 12, 1900, 31 Stat. 76; § 3, Chap. 340, 
April 30, 1900, 31 Stat. 162; § 5, Chap. 341, 
April 30, 1900, 31 Stat. 164. 
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ings of logs in rafts as navigation. 
Floating logs in rafts is not to be dis- 
tinguished in principle from floating 
them loosely except possibly as it may 
sometimes be indicative of relative 
commercial importance of the traffic 
involved. But in the present case, 
there is certainly no lack of commer- 
cial importance of the loose logging 
shown. The numerous state court de- 
cisions holding susceptibility for use 
for loose logging sufficient to charac- 
terize the stream as “navigable” and 
to establish public right of user of the 
stream show that loose logging is a 
customary mode of trade or commerce 
by water, and hence that it satisfies 
the requirement of the rule of the 
Daniel Ball Case, supra.® 

The record in this case establishes 
the long, regular, persistent, and com- 
mercially important and successful use 
of these streams for transportation 


of timber and forest products from 
points in the Upper Peninsula of 
Michigan to mills in Wisconsin as 
well as in Michigan and, after manu- 
facture, to markets over a large part 


of the United States. Such a record 
requires us to conclude that the Me- 
nominee and Michigamme rivers are 
navigable waters of the United States. 
In view of this conclusion and the fact 
that applicant did not press for action 
on its Declaration of Intention (Doc- 
ket No. DI-155), but filed applica- 


tion for a license and conceded juris- 
diction of this Commission over the 
Way dam and reservoir and the Peavy 
Falls dam and power plant, no deter- 
mination of the effect on the interests 
of interstate or foreign commerce has 
been made. 


The Twin Falls Development 


[3] Turning now to the second 
principal question, it appears that 
(a) the Twin Falls plant will be bene- 
ficially affected by the upstream de- 
velopments for which license has been 
sought, and (b) the maintenance and 
operation of the Twin Falls plant will 
provide necessary reregulation of the 
river flow as fluctuated at the Way 
reservoir and Peavy Falls plant. 
Thus, it is quite apparent that each 
of these elements is but a part of a 
comprehensive development of the 
water resources of the region. 

The operation of Way reservoir, by 
increasing the flow of the river during 
low water seasons, can improve the 
dependable capacity of the Twin Falls 
and other downstream plants.“ In 
some instances the downstream plants 
do not have as great installed capacity 
as is necessary to take advantage of 
the full benefits of the operation of 
the Way reservoir, but this is not true 
of the Twin Falls plant. Further- 
more, Way reservoir has such capac- 
ity and can be so operated to substan- 





13 FE, g., see Hallock v. Suitor (1900) 37 Or 
9, 60 Pac 384; Gaston v. Mace (1889) 33 W 
Va 14, 10 SE 60, 66; Commissioners of Burke 
County v. Catawba Lumber Co. (1895) 116 
NC 731, 21 SE 941, 944, 945; Collins v. How- 
ard (1889) 65 NH 190, 18 Atl 794; Pursell 
v. Stovy (1885) 137 Pa 82, 20 Atl 403, 404; 
Connecticut River Lumber Co. v. Olcott Falls 
Co. (1890) 65 NH 290, 21 Atl 1090; Goodins 
v. Kentucky Lumber Co. (1890) 12 Ky Law 
Rep 573, 14 SW 775; Orange Lumber Co. 
v. Thompson (1910) 59 Tex Civ App 562, 
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126 SW 604; Brown v. Chadbourne (1849) 
31 Me 9; Collins v. Gerhardt (1926) 237 
Mich 38, 211 NW 115; Harrington v. Ed- 
wards (1863) 17 Wis 586; Olson v. Merrill 
(1877) 42 Wis 203; Minnesota Canal & Pow- 
er Co. v. Koochiching Co. (1906) 97 Minn 429, 
107 NW 405; 409; Morgan v. King (1866) 35 
NY 454 (30 Barb. 1). 

14 Applicant has obtained agreements from 
some downstream plant owners to reimburse it 
for such benefits. 
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tially increase the maximum utiliza- 
tion of stream flow at the Twin Falls 
and Peavy Falls plants. 

Applicant also proposes to operate 
the Twin Falls plant to provide the 
necessary reregulation of the river 
flow as fluctuated by the Peavy Falls 
plant. The Peavy Falls development 
is to be operated as a peaking plant. 
During the daily peak hours (except 
at week ends and on holidays) it is 
planned to release about 1,800 cubic 
feet per second, but during off-peak 
hours only 250 cubic feet per second 
or less than one-seventh as much. 
This extreme fluctuation of stream 
flow can be “ironed out” farther 
downstream at the Twin Falls devel- 
opment by maintaining the discharge 
from the Twin Falls plant at a fairly 
constant rate. This will be done by 
operating that plant as a base load car- 
rier. The large diurnal “waves” re- 


leased from the Peavy Falls plant will 
be impounded as they reach the Twin 
Falls reservoir and released down- 
stream at a constant rate in the course 
of the operation of the Twin Falls 


plant. In this way the constructed 
downstream Twin Falls development 
is, in fact, incorporated as an afterbay 
of the proposed Peavy Falls develop- 
ment and makes possible the peaking 
operation which is the sine qua non of 
the Peavy Falls development. With- 
out the Twin Falls development to re- 
regulate stream flow, the wide fluctua- 
tions caused by the Peavy Falls de- 
velopment would pass on down the 
Menominee. 

It is clear that the operation of the 
several plants and facilities herein- 
above discussed indicate the essential- 
ity of each as part of a comprehensive 
plan of stream development and inte- 
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grated operation. The relationship 
between such plants and reservoirs is 
obvious and requires, as we have pre. 
viously held, that all elements be con- 
sidered as a whole.’® From the fact 
that the Menominee river is a naviga- 
ble water of the United States, it fol- 
lows that the operation and mainte- 
nance of the Twin Falls plant are in 
contravention of § 23(b) of the Fed- 
eral Power Act. We believe, there- 
fore, that under the most favorable 
interpretation of the pertinent provi- 
sions of the act a license is required 
for the operation and maintenance of 
the comprehensive project. 

From a consideration of the applica- 
tion and the record of the proceedings 
thereon, we therefore find: 

(1) The Menominee river of itself, 
and the Michigamme river by uniting 
with the Menominee river, and both 
rivers by uniting with other waters 
have been used and are susceptible of 
being used in their ordinary condi- 
tion as highways of interstate com- 
merce. 

(2) The Menominee and the Michi- 
gammee rivers are streams over which 
Congress has jurisdiction under its 
authority to regulate commerce among 
the several states and which, either in 
their natural or improved condition, 
have been used and are suitable for 
use for the transportation of property 
in interstate commerce. 

(3) The Menominee and Michi- 
gamme rivers are navigable waters of 
the United States within the meaning 
of that term as used in the Federal 
Power Act. 

(4) The applicant’s constructed 


15Cf In Re Pacific Gas & E. Co. (1941) 
2 Fed PC 516, 520-526. 
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Twin Falls development on the Me- 
nominee river is an essential and inte- 
gral part with the Peavy Falls devel- 
opment, of a complete project includ- 
ing Way dam and reservoir, the pro- 
posed Peavy Falls development, and 
the constructed but unlicensed Twin 
Falls development. 

(5) A license for the applicant’s 
Way reservoir and dam, proposed 
Peavy Falls development, and down- 
stream constructed Twin Falls de- 
velopment, or any of them, or any 
combination of them, will affect the 
navigable capacity of navigable waters 
of the United States, and the plans for 
all dams and other structures affecting 
the use of the Menominee or Michi- 
gamme rivers for the transportation 
of logs or other forest products or for 
other purposes by the public are re- 
quired to be referred to the Chief of 
Engineers and the Secretary of War 
for their approval by § 4(e) of the 
Federal Power Act. 

(6) Modification of the project for 


which license is sought, to include the 
applicant’s downstream Twin Falls 
development, is necessary to secure the 
most comprehensive plan for improv- 
ing or developing the Menominee and 
Michigamme rivers for the benefit of 
interstate commerce, for the utiliza- 
tion of water power development, and 
for other beneficial public uses. 

(7) It is necessary and appropriate 
to carry out the provisions of the Fed- 
eral Power Act that applicant be re- 
quired to amend its pending applica- 
tion for license so as to apply for 
a license to operate and maintain its 
constructed Twin Falls hydroelectric 
development as a part of the complete 
project of which the Way dam and 
reservoir and Peavy Falls dam and 
power plant, described in the applica- 
tion, are part, and thereafter to ac- 
cept such license as the Commission 
may lawfully issue, pursuant to the 
application as so amended. 

An appropriate order in accordance 
herewith will be entered. 





FEDERAL POWER COMMISSION 


Re Wisconsin Public Service Corporation 


[Opinion No. 96, Docket No. DI-134.] 


Water, § 18.1 — Hydroelectric projects — License requirements. 
1. A Federal license is required for reconstruction of a power dam if the 
dam is located in a navigable water or, if not navigable, if the interests of 
interstate or foreign commerce would be affected, but it is not required if 
the project is operated and maintained pursuant to a permit or valid existing 
right of way granted prior to June 10, 1920, p. 307. 


Water, § 18.1 — Hydroelectric projects — License requirements. 
2. That a new power dam is to be constructed principally at the site of a 
former dam and to approximately the same height, to create a reservoir of 
the same capacity as before, does not relieve a hydroelectric power company 
of the obligation to secure appropriate Federal authorization, p. 308. 


[20] 
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Water, § 18.1 — Hydroelectric projects — License requirements. 
3. One desiring to construct a dam and power plant at the site of a former 
dam and power plant on a navigable stream should apply for a license under 
the Federal Power Act rather than file a declaration of intention under 


§ 23(b) of the act, p. 308. 


Water, § 18 — Hydroelectric projects — License requirements — Scope of pro- 


ceeding. 


4, Federal and state authorization for improvement of a river evinces both 
state and Federal assertion of control over the stream, a jurisdictional as- 
sertion which should be considered in a proceeding brought under § 23(b) 
of the Federal Power Act, 16 USCA § 816(b) relating to reconstruction 
of a power dam on the stream, p.314. 


Water, § 35 — Navigability of stream. 


5. A stream is navigable if it is used or is susceptible to use as a highway 


for commerce, p. 316. 


Water, § 35 — Navigability of stream — State and Federal regulation. 
6. A stream is a navigable water of the United States in contradistinction 
from a navigable water of a state when it is a highway for commerce be- 


tween states, p. 316. 


Water, § 36 — Navigability of stream — Obstructions to navigation — Dams. 
7. The presence of dams in a stream precludes neither a finding of navigabil- 
ity nor an assertion of Federal jurisdiction over the stream if the river was 
navigable prior to the construction of these dams and Federal authorization 
had not been obtained for their maintenance, p. 316. 


Water, § 35 — Navigability of stream — Transportation of logs. 
8. A river used regularly for a long period of years for the transportation 
of large quantities of logs, lumber, rafts, and other forest products to mill 
and market to points within and without the state is navigable, and the re- 
construction of a dam on such river would affect the interests of interstate 


commerce, p. 317. 


[July 30, 1943.] 


ECLARATION of intention under § 23(b) of the Federal 
D Power Act to reconstruct power dam; filing of application 
for license ordered. 


APPEARANCES: For the declarant: 
Bert Vandervelde, Miller, Mack & 
Fairchild, Milwaukee, Wisconsin; F. 
W. Genrich, Wausau, Wisconsin. For 
the state of Wisconsin: Hon. Orland 
S. Loomis, Attorney General; Hon. 
John E. Martin, Attorney General; 
Adolph Kanneberg. For the Wis- 
consin Public Service Commission: 
Adolph Kanneberg, Madison, Wiscon- 
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sin. For the Commission: Oswald 
Ryan, General Counsel, Willard W. 
Gatchell, and William Koplovitz. 


By the Commission: Wisconsin 
Public Service Corporation, a Wiscon- 
sin corporation (sometimes herein- 
after called “the declarant’) filed a 
declaration of intention on May 27, 
1937, under § 23(b) of the Federal 
Power Act, 16 USCA § 816(b), to 
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reconstruct a power dam in the Wis- 
consin river just below the town of 
Tomahawk, Wisconsin, at mile 330.4. 

A public hearing was held in October 
1937, at the conclusion of which briefs 
were filed by the declarant, the staff 
of this Commission (sometimes here- 
inafter called “the staff”), and the state 
of Wisconsin. A reply brief was 
filed by the declarant. A further hear- 
ing was held in February 1938 at the 
request of the state of Wisconsin. 
Then the state of Wisconsin and the 
Public Service Commission of Wis- 
consin (sometimes hereinafter called 
“the interveners”) formally intervened 
in the proceeding, after which supple- 
mental briefs were filed by the decla- 
rant and the interveners. A further 
hearing was held in May 1939, after 
which further briefs and reply briefs 
were filed by the declarant, the inter- 
veners, and the staff. 


Questions Involved 


[1] The first questions which con- 
front us are the navigability of the 
Wisconsin river, the effect of the pro- 
posed reconstruction upon the inter- 
ests of interstate or foreign commerce, 
and whether the declarant maintains 


and operates its dam under and in ac- 


cordance with the terms of a permit or 
valid existing right of way granted 
prior to June 10, 1920, and has au- 
thority to reconstruct it as proposed. 

If the Wisconsin river is a naviga- 
ble water,’ then the first sentence of 
§ 23(b)* requires the dam to be li- 
censed. 

If the river is not a navigable water, 
we must find whether the interests of 
interstate or foreign commerce would 
be affected by the proposed reconstruc- 
tion. If we find that the river is a 
navigable water, or that the interests of 
interstate or foreign commerce would 
be so affected, then a license must be 
obtained.® 

In any event, a license is not re- 
quired if the project is operated and 
maintained under and in accordance 
with the terms of a permit or valid ex- 
isting right of way granted prior to 
June 10, 1920, and the declarant has 


a right thereunder to carry out the 
proposed reconstruction. 


The Wisconsin River 


The Wisconsin river has its source 
in Lac Vieux desert (about mile 430)* 
which lies partly in Michigan and part- 
ly in Wisconsin. It flows generally 
south to the city of Portage, Wiscon- 





1Section 3(8), 16 USCA § 796(8), defines 
“navigable waters” as those parts of streams 
or other bodies of water over which Congress 
has jurisdiction under its authority to regulate 
commerce with foreign nations and among 
the several states, and which either in their 
natural or improved condition notwithstand- 
ing interruptions between the navigable parts 
of such streams or waters by falls, shallows, 
or rapids compelling land carriage, are used 
or suitable for use for the transportation of 
persons or property in interstate or foreign 
commerce, including therein all such inter- 
rupting falls, shallows, or rapids, together with 
such other parts of streams as shall have been 
authorized by Congress for improvement by 
the United States or shall have been recom- 
mended to Congress for such improvement aft- 
er investigation under its authority. 


2The first sentence of § 23(b) prohibits 
the construction, operation, or maintenance of 
a dam for the generation of electricity in any 
of the navigable waters of the United States, 
except under a “permit or valid existing right 
of way granted prior to June 10, 1920, or a 
license granted pursuant to this act.” 

8 Section 4(e), 16 USCA § 797(e), author- 
izes the Commission to issue licenses “for the 
purpose of constructing, operating, and main- 
taining dams, [and] . . powerhouses 
: for the development . Of power 

. . in any of the streams . . . over 
which Congress has jurisdiction under its au- 
thority to regulate commerce among 
the several states. 

4Distances are given to the nearest whole 
mile, except where fractions are necessary to 
distinguish places less than one mile apart. 
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sin (about mile 116) and then gen- 
erally west, for about 116 miles to its 
junction with the Mississippi near the 
city of Prairie du Chien, Wisconsin. 

The average over-all fall of the river 
is approximately 2.45 feet per mile. 
From its source down to Portage the 
average fall is about 2.71 feet per mile ; 
and from Portage to its mouth, about 
1.5 feet per mile. 

The average discharge of the river 
at its mouth is approximately 10,000 
cubic feet per second. At Tomahawk 
the minimum monthly mean flow over 
a 21-year period was 564 cubic feet 
per second, and at Portage 2,060 cubic 
feet per second. The minimum daily 
flow at Portage was 1,546 cubic feet 
per second and on the same day at 
Tomahawk the flow was 649 cubic 
feet per second. The minimum flow 
of record on the Mississippi river at 
Clayton, Wisconsin, just below the 
mouth of the Wisconsin river, during 
the navigation season, was 9,860 cubic 
feet per second and the corresponding 
flow (seven days earlier) at Toma- 
hawk was 826 cubic feet per second. 


The river drains an area of approxi- 
mately 11,700 square miles, of which 
drainage area approximately 2,070 
square miles is above the Tomahawk 
dam. 

There are several dams and reser- 
voirs on the Wisconsin river and many 
other dams on the tributaries. State 
permission has been given for most of 
the power dams located on the main 
river,’ one of the requirements being 
that such structures as were placed in 
the stream should not obstruct or im- 
pede navigation use for the running 
of logs or forest products. These re- 
quirements are of interest as being 
indicative of the long-continued policy 
of the state to regard the Wisconsin 
river as navigable. 


The Tomahawk Dam 


[2, 3] Chapter 12 of the Laws of 
1887 of Wisconsin authorized William 
H. Bradley and others to construct 
and maintain a dam across the Wis- 
consin river. All rights granted by 
that act were assigned to Tomahawk 





5 The following dams have been constructed 
on the Wisconsin river with state approval. 
Such approval was conditioned upon provi- 
sion being made for the passage of boats, logs, 
rafts, or forest products: 

Otter Rapids dam (mile 392), Chap. 483 
of the Laws of Wisconsin, 1905; Rhinelander 
dam (mile 357), Chap. 247 of the Laws of 
Wisconsin, 1882; Hat Rapids dam (mile 354), 
Chap. 239 of the Laws of Wisconsin, 1903; 
Kings dam (mile 340), Chap. 30 of the Wis- 
consin Private and Local Acts of 1853 ; Grand- 
mother Falls dam (mile 323), built in 1923 
under the authority of an order of the Pub- 
lic Service Commission of Wisconsin issued 
June 21, 1923; Grandfather Falls dam (mile 
318), Chap. 154 of the Laws of Wisconsin, 
1903; Alexander dam (mile 307), built in 
1924 under the authority of an order of the 
Public Service Commission of Wisconsin is- 
sued June 4, 1924; Merrill dam (mile 303), 
Chap. 118 of the Laws of Wisconsin, 1874; 
Brokaw dam (mile 288), Chap 45 of the 
Private and Local Laws of Wisconsin, 1871, 
and Chap. 118 of the Laws of Wisconsin, 
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1887; Wausau dam (mile 283), Chap. 82 of 
the Laws of Wisconsin, 1854; Rothschild dam 
(mile 275), Chap. 96 of the Laws of Wis- 
consin, 1893; Mosinee dam (mile 266), Chap. 
138 of the Laws of Wisconsin, 1893; Jackson 
Mill dam (mile 236), Laws of the Territory 
of Wisconsin, 1846, p. 113; Upper Paper Mill 
dam (mile 233.4), Chap. 283 of the Laws of 
Wisconsin, 1889; Lower Paper Mill dam 
(mile 232.6), Chap. 111 of the Private and 
Local Laws of the state of Wisconsin, 1859; 
Biron dam (mile 219), Chap. 236 of the Laws 
of Wisconsin, 1889, as amended by Chap. 209 
of the Laws of Wisconsin, 1893; Wisconsin 
Rapids dam (mile 216), Chap. 210 of the Laws 
of Wisconsin, 1893, as amended by Chap. 82 
of the Laws of Wisconsin, 1895; Centralia dam 
(mile 214), Chap. 29 of the Laws of Wiscon- 
sin, 1887; Port Edwards dam (mile 211), 
Chap. 77 of the Laws of Wisconsin, 1895; 
Nekoosa dam (mile 208), Chap. 53 of the 
Laws of Wisconsin, 1889; Kilbourn dam 
(mile 139), Chap. 462 of the Laws of Wiscon- 
sin, 1901; and Prairie du Sac dam (mile 89), 
Chap. 189 of the Wisconsin. Laws, 1907. 
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Land and Boom Company, which had 
been organized for the purposes, 
among others, of manufacturing, log 
driving, and booming. That company 
began construction of a rock-filled 
timber crib dam at the site described 
in the declarant’s declaration of inten- 
tion, mile 330.4, and completed the 
dam about 1897. The dam had an 
operating head of approximately 15 
feet, and with a full head made a pond 
with about 2,730 acres of water sur- 
face. 

In 1904 Tomahawk Land and Boom 
Company leased the dam and certain 
lands to Tomahawk Pulp and Paper 
Company, which latter company oper- 
ated the dam to develop hydro and 
hydroelectric power for its paper mills 
at each end of the dam until 1930, 
when it went into receivership. 

In 1931 the owner, Tomahawk Land 
and Boom Company, changed its cor- 


porate name to Tomahawk Hydro- 


Electric Company. In 1933 the dam 
had become so badly in need of re- 
pairs that an investigation of its condi- 
tion was made by the Public Service 
Commission of Wisconsin which or- 
dered certain repairs and reduction of 
the leakage. 

.This order was not complied with 
and an action was instituted against 
the Tomahawk Pulp and Paper Com- 
pany, the Tomahawk Hydro-Electric 
Company, and others, in the circuit 
court of Lincoln county, Wisconsin. 
That court entered judgment on July 
12, 1934, and appointed a receiver with 
directions to sell the property to some 
person able and willing to place the 
dam in safe condition and to operate 
it according to law. 

In rendering that judgment the court 
filed formal findings of fact, reciting, 
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in part, “The Wisconsin River in said 
§ 10 is a meandered, navigable river. 

that the dam during its entire 
existence, aside from its function to 
improve the river for navigation, has 
been used solely to supply power to the 
Tomahawk Pulp and Paper Company 
under the lease hereinbefore referred 
to.” (Italics supplied.) 

The court further said “that there 
are eighteen dams below the 
Tomahawk dam, eight of which are 
within 65 miles of the Tomahawk dam 
(330.4); that there are also many 
highway bridges and many 
summer homes and other property 
located along the banks . and 
much damage would result to such 
property in the event of failure 
of the dam; that in case of the fail- 
ure of the dam the wooden timbers 
of the apron are likely to be dislodged 
and carried downstream and that other 
floatable parts of the dam , 
may also be carried away, which 

would serve as battering rams 
and would be liable to block the flood 
gates of dams downstream. 

Acquisition and utilization by the 
declarant of the authority granted by 
Chap. 12 of the Laws of Wisconsin, 
1887, and the dam, fee lands, flowage 
rights, and certain other property were 
approved by the state Commission on 
August 15, 1935. 

The state Commission on August 
26, 1937, authorized the rebuilding, 
operation, and maintenance of the 
Tomahawk dam as a new concrete 
structure “on the old and additional 
bearing piles.” Declarant has built a 
hydroelectric power plant containing 
two vertical hydraulic turbines, each 
directly connected to a 1300-kilowatt 
electric generator, and a substation of 
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3000-kilowatt ampere capacity con- 
necting the generating station to its 
44,000-volt transmission system. 

The fact that the new dam was to 
be constructed principally at the site of 
the former structure and to approxi- 
mately the same heighth to create a re- 
servoir of the same capacity as before 
does not relieve the company of the 
obligation to secure appropriate Fed- 
eral authorization. If the Wisconsin 
river had been nonnavigable at Toma- 
hawk, the company’s obligation would 
have been to file a declaration of inten- 
tion under § 23(b) of the Power Act, 
but since the river is a navigable water 
of the United States, an application for 
license would be more appropriate. 
This obligation to proceed as outlined 
would exist as a general proposition, 
but in the case of the Tomahawk proj- 
ect, there are additional features 


which make the obligation more evi- 


dent: The old dam and power plant 
had been out of operation for some- 
time; the new structure is a concrete 
structure replacing an old timber crib 
structure, and the new power plant is 
of an entirely new design and capacity. 
The declarant therefore was correct in 
taking the first step to secure Federal 
authorization although since the river 
is navigable, an application for license 
rather than a declaration of intention 
should have been filed. 
Commerce on the Wisconsin River, 

Portage to Mississippi River 

As early as 1639 Sieur Nicolet ex- 
plored Green bay, ascended the Fox 
river to the portage between the Fox 
and Wisconsin rivers, and descended 
the Wisconsin river. In 1673 Mar- 
quette and Joliet, following that same 
route, descended the Wsiconsin river 
into the Mississippi river. 


Notwithstanding the necessity for a 
portage between the Wisconsin and 
Fox rivers and a few portages on the 
Fox river, the immense fur trade of 
the then northwest and a large com- 
merce was carried on over this route 
in canoes, bateaux, and Durham boats 
for more than a century preceding the 
opening of the Portage-Fort Winne- 
bago canal which connected the Wis- 
consin and Fox rivers. 

About 1845, steamboats which were 
then navigating the Upper Mississippi, 
although unable to get up the Wis- 
consin river at its lowest stages, as- 
cended as far as Portage (mile 116) 
without difficulty in the spring and fall. 

After the opening of the canal from 
Portage to Fort Winnebago in 1851, 
passengers and freight were transport- 
ed to and from points on the Missis- 
sippi river via this Wisconsin-Fox 
river route, to points east and west 
of the state of Wisconsin, for two 
decades or more. This commerce was 
carried on in steam vessels, as well as 
in barges, bateaux, and Durham boats. 

In 1859, a steamboat made regular 
trips between Portage and Sauk City 
(mile 88). In 1866, a government 
survey party went downstream in two 
boats from Portage to Prairie du 
Chien, the journey taking about eleven 
days. In 1867 a steamboat, the 
“Brooklyn,” with a large cargo of 
freight, went from Green bay to St. 
Paul, Minnesota, via the Fox, Wiscon- 
sin, and Mississippi rivers, and re- 
turned to Green bay by the same route. 

In 1868, the ““Winneconne,” a small 
side-wheel steamer 84 feet by 24 feet, 
drawing 2 feet, went downstream 
from Portage, and in 1869, that steam- 
er and two barges carrying fuel and 
working apparatus, was occupied in 
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removing snags from the river between 
Portage and Sauk City, after which 
two small stern-wheel steamers made 
trips on that portion of the river. 

From 1875 to 1877 the U. S. Army 
Engineers worked on various portions 
of the river below Portage, taking 
soundings and constructing wing dams, 
using three stern-wheel steamers and 
one side-wheel steamer, drawing 20 
inches when loaded. 

In 1909, two large stern-wheel 
steamboats were taken from Lake 
Michigan to the Missouri river by way 
of the Fox, Wisconsin, and Mississippi 
rivers. In March, 1911, a fleet con- 
sisting of a small launch about 20 feet 
long and drawing about 2 feet of 
water, and two wooden barges ap- 
proximately 40 feet long, 12 feet wide, 
and drawing about one foot, navigat- 
ed the river from Kilbourn (mile 139) 
to Prairie du Sac (mile 89). 


In the early part of July, 1930, 
Wisconsin Power and Light Company 
brought a small stern-wheel, pusher- 
type tow boat, about 50 feet long, 16 
feet wide, and drawing 19 inches, with 
two steel scows, one 40 feet long and 
12 feet wide and the other 60 feet long 
and 26 feet wide, and both drawing 
10 inches, up the Mississippi and Wis- 
consin rivers from Dubuque, Iowa, to 
Prairie du Sac (mile 89). 


Commerce'on the River above Portage 


Lumber rafting. The transporta- 
tion of lumber by rafts down the Wis- 
consin river into the Mississippi and 
thence to Galena, Illinois, Dubuque, 
Iowa, and St. Louis, Missouri, began 
about 1841 and continued for approxi- 
mately half a century. Logs were 
sawed into lumber at mills along the 
Wisconsin river up as far as Merrill 
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(mile 303), and rafted down to the 
markets along the Mississippi river. 

Typical Wisconsin river lumber 
rafts were 48 feet wide and 112 feet 
long, and were composed of three 
“rapids pieces,” each 16 feet x 112 
feet. A “rapids piece” was made up 
of 6 cribs. Each crib was 16 feet x 
16 feet and was composed of 21 
courses (layers) of 1-inch sawed lum- 
ber. In still water, these rafts, rapids 
pieces, and cribs drew approximately 
16 inches of water. 

A small part of the lumber rafted 
down the Wisconsin river was hauled 
by sled or rafted down the tributaries 
from sawmills in the interior. Most 
of it, however, was sawed from logs 
which had been floated down the Wis- 
consin river, some coming from as far 
up as Lac Vieux desert (mile 430). 
Sometimes these logs would be cut by 
sawmill owners or purchased while on 
the banks of the river or in booms, and 
floated down to the sawmills by the 
mill owners. More generally, how- 
ever, the logs were purchased by the 
mill owners at the sawmill from the 
loggers who had cut the logs and float- 
ed them down to the mills. The mill 
owners would raft the lumber down to 
the markets. 

At times, lumber rafted down the 
Wisconsin river would be cut from 
logs which had been floated down in 
the same season; at other times the 
lumber would be held over until the 
following season so that it would dry 
out and float better. 

The rafts would start out in fleets 
of 12 or 14 rafts on the spring fresh- 
ets which came from April through 
June. Others would go down on the 
August and September freshets, al- 
though the rafts would take advantage 
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of any good stage of water. These 
rafts frequently carried loads of 
shingles, laths, and tamarack poles. A 
smal cook shed would be built on the 
center rapids piece. Each fleet of rafts 
would carry one or two skiffs or 
canoes. 

Each raft carried a crew of two men, 
and was steered by one bow oar and 
one stern oar. At rapids and dams, 
the rafts would be separated into their 
component rapids pieces, and each rap- 
ids piece would be run through the 
rapids, or through or over the dam, 
separately. At those times, three or 
four men would be required to handle 
each oar, and at times a special pilot, 
familiar with a particularly dangerous 
rapids, would be hired to navigate that 
rapids. After the rafts had passed 
Portage, they had trouble with sand 
bars, rather than rapids. At times 
they would get hung up on the sand 
bars and the crew would either have to 
get into the river and push them off 
the sand bars or else wait for higher 
water. 

When the Wisconsin river rafts 
reached the Mississippi river, ten or 
more would be fastened together to 
make a Mississippi river raft. The 
average time required to float a raft 
from the sawmills along the Wiscon- 
sin river to the markets on the Mis- 
sissippi river was about six weeks. 

Records of the total amount of lum- 
ber or logs taken down the river do not 
appear in the record, but in 1873, ap- 
proximately 125,000,000 feet of lum- 
ber was rafted down the Wisconsin 
river. During the lumber rafting era, 
at least three billion feet of lumber was 
transported out of the state of Wiscon- 
sin in this manner by means of the 
Wisconsin river. 


Lumber rafting on the river dimin. 
ished as the railroads penetrated the 
lumbering areas, and disappeared en- 
tirely before the end of the nineteenth 
century. 


Logging. Log driving on the Wis- 
consin river began about 1830 and 
continued as a major industry for 
about three-quarters of a century. 
During that period logs were put into 
the river all the way up to Lac Vieux 
desert, its sources (mile 430), and in- 
to many of the tributaries, and floated 
down to the many sawmills which were 
located along the stretch of the river, 
These mills started about 1830 near the 
site of the present Nekoosa dam (mile 
208) and progressed upstream as far 
as Wausau (mile 283) within a dec- 
ade, and eventually up to Rhineland- 
er (mile 357). 

By 1860 log driving from Rhine- 


lander and other points upstream from 
the Tomahawk dam site was in full 
swing and logs were driven down- 
stream past Tomahawk every year un- 
til 1907, when the last drive went down 
from Rhinelander. 


Log driving was a seasonal opera- 
tion. The loggers would go into log- 
ging camps in the woods in the fall 
and cut logs all winter, piling them 
on the river banks, In the spring, the 
logs would be driven downstream to 
their destination. 

For a number of years, provisions 
and supplies for the logging camps 
were obtained from points in southern 
Wisconsin and northern Illinois and 
transported upstream on the river past 
Tomahawk until the river froze over. 
Those provisions and supplies were 
transported in canoes 35 to 50 feet 
long, 3 feet wide, and-14 feet deep, 
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made of hollow logs. These canoes 
had to be poled, towed, or pushed over 
many of the rapids. 

As the logs were driven downstream 
from the headwaters of the Wisconsin 
river, the drives were followed by log 
canoes and by bateaux, to carry log- 
gers and equipment. The bateaux, 
designed for use in rough water, were 
built with the ends tapering and raised 
4 or 5 feet out of the water, and 
carried from three to six men. 

The log drives were also frequently 
followed by a craft called a “wanni- 
gan” consisting of a log raft some 30 
to 40 feet long, 6 feet wide, and 18 to 
24 inches deep. The superstructure 
was a cook shanty, some 10 feet long, 
in which were carried the stove and 
cooking outfit, some tools, bedding, 
tents, the general camp outfit, and mis- 
cellaneous supplies such as_ socks, 
gloves, and tobacco. The wannigans 
drew 3 or 4 inches of water when 
empty, and about 10 inches when load- 
ed. 


Other commerce above Portage. In 
1835 the steamboat “Frontier” made 
a trip from Portage up the Wisconsin 
river to Kilbourn (mile 130) ; in 1873 
and 1874, sight-seeing boats carried 
passengers through the Wisconsin 
Dells, at Kilbourn; in 1882, four small 
pleasure steamers carried passengers on 
the Wisconsin river at Kilbourn; in 
1898 two steamers operated on the 
Wisconsin river for a distance of four 
miles through the Dells, and sometimes 
on high water as far as 16 miles up 
above Kilbourn; in 1853 a boat ran 
weekly from Stevens Point (mile 
236) to Wausau (mile 283) carrying 
freight at the rate of 75 cents per hun- 
dred pounds. 
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From 1854 to 1858 a small steam- 
boat, the “Northerner,” made trips be- 
tween Stevens Point (mile 236) and 
Mosinee (mile 266) ; thrice weekly in 
1855, and daily in 1857 and 1858. 
This boat operated even at low-water 
stages, and carried as much as several 
tons of freight and some thirty pas- 
sengers on a single trip; in 1858 a new 
fast steamer “City of Stevens Point” 
operated between Stevens Point and 
Mosinee three times a week, carrying 
freight at 25 cents per hundred pounds. 
In 1859 and 1860 this boat made its 
run daily, at reduced freight rates of 
20 cents per hundred pounds. Al- 


_though this service was interrupted in 


August 1860 by low water, it was re- 
sumed in 1861, when mail was carried, 
to connect with the mail stage for 
Wausau and above; in 1864 the 
steamer “Star” ran a daily trip from 
Stevens Point to Mosinee, connecting 
at Mosinee with the mail stages. This 
service was interrupted during the 
summer by low water. 

During part of 1858 a steamboat, 
the “Wausau,” made daily trips be- 
tween Wausau and Mosinee connecting 
with the Sevens Point boat. In 1859 
the steamer “Marathon,” running be- 
tween Wausau and Mosinee, made 
daily connections with the “City of 
Stevens Point.” In 1880 the small 
steamer “Belle of Wausau” operated 
above Wausau; in 1850 the “Enter- 
prise,” a steamboat of 100 tons, as- 
cended the Wisconsin river as far as 
Point Bas (mile 213) with mill iron 
and lumbermen’s supplies, but had 
great difficulty on the return trip as a 
result of low water; in 1853 a steam- 
boat loaded with supplies went up the 
Wisconsin river as far as Point Bas; 
before the railroad had reached Kil- 
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bourn (mile 139), a keel boat operated 
for several years, carrying freight 
from Portage to Kilbourn; in 1853 
supplies for the lumber camps on the 
upper Wisconsin river were boated by 
canoe as far as Mosinee (mile 266) 
where, after a portage they were boat- 
ed up the river above Wausau. 

In 1857 a special mail contractor 
took a canoe load of mail from Wausau 
to Ontonagon, Michigan. This mail 
was taken up the Wisconsin river in 
the canoe as far as Eagle lake (about 
mile 390) and then carried overland 
to Ontonagon. In the same year, mail 
from Ontonagon was brought down 
the Wisconsin river in a canoe to 
Wausau; in 1857 a hunting party 
bound for Ontonagon, Michigan, 
passed through Wausau in a birch 
canoe, capable of carrying a ton and 
loaded with camping equipment and 
supplies ; in 1882 a U. S. Army survey 
party went downstream by skiff from 
Merrill (mile 303) to Portage (mile 
116). This trip took seven days and 
4 portages, totaling 10 miles; in Sep- 
tember, 1937, a canoe party proceeding 
downstream, with the water stage 
somewhat below normal, found the 
river between Kilbourn (mile 139) and 
Portage full of shifting shallow sand 
bars ; in August, 1938, a canoe coming 
downstream from the mouth of the 
Yellow river (mile 161) found sand 
bars down to the upper reaches of the 
Kilbourn dam pond, with average 
depth of water a foot to 18 inches over 


such bars. 


Improvement of the Wisconsin River 

[4] The several authorizations for 
improvement of the river evidence 
both state and Federal assertion of 
control over this stream, a jurisdic- 
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tional assertion which should be con- 
sidered in the present proceeding. 

The Act of Congress of August 8, 
1846 (9 Stat. 83) granted to the state 
of Wisconsin, upon its admission to 
the Union, a quantity of land for, and 
conditioned upon, the. improvement 
by that state of the navigation of the 
Fox and Wisconsin rivers and the 
construction of a canal to unite those 
two rivers at or near Portage. 


The board of public works of Wis- 
consin constructed several wing dams 
on the lower Wisconsin and carried 
on some minor improvements from 
1850 through 1852. 

The Fox and Wisconsin Improve- 
ment Company was incorporated in 
1853, and made some minor improve- 
ments on the Wisconsin river between 
1853 and 1866. 

From time to time during the 
period 1868 to 1878, the U. S. Army 
Engineers improved the Wisconsin 
river below Portage by constructing 
wing dams and removing snags and 
fallen trees. In 1870 Congress ap- 
propriated $100,000 for the improve- 
ment of the Wisconsin river (act of 
July 11, 1870; 41 Stat. 225). From 
1855 to 1878 the Wisconsin River 
Improvement Company expended a 
total of approximately $30,000 in im- 
proving the upper Wisconsin river for 
log driving. 

In 1907 the Wisconsin Valley Im- 
provement Company was incorporat- 
ed for the purpose of constructing a 
system of reservoirs to produce a 
uniform flow in the Wisconsin river 
“and thereby improving the naviga- 
tion and other use of said stream.”® 
This company now has a large num- 


6 Section 2, Chap. 20, Laws of 1907. 
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ber of storage reservoirs with a com- 
bined useful capacity of over 16 bil- 
lion cubic feet (about 371,900 acre 
feet). 

As one of the storage reservoirs in 
the series of improvements on the 
Wisconsin river and its tributaries, 
the Tomahawk reservoir is capable of 
changing the rate of flow past its 
dam within the limits of its storage 
drawdown. It is an important link in 
the chain of control works regulating 
the flow of the river. 


Contentions of Declarant and 
Interveners 


The declarant contends that Chap. . 


12 of Wisconsin Laws of 1887 con- 
stitutes a permit or valid existing right 
of way granted prior to June 10, 1920, 
within the purview of § 23(b) of the 
Federal Power Act. Having such 
state authority, it claims that no Fed- 
eral authority is necessary. 

In Re Pennsylvania Water & Power 
Co. (1939) 2 FedPC 61, 31. PUR 
(NS) 1, we found that the Holtwood 
project on the Susquehanna river was 
being operated in violation of § 23(b) 
of the Federal Power Act since no 
Federal authority had ever been ob- 
tained with respect to such project, 
notwithstanding an alleged prior au- 
thorization. In affirming our order re- 
quiring the company to apply for a li- 
cense for its project, the circuit court 
of appeals for the District of Columbia 
said in Pennsylvania Water & Power 
Co. v. Federal Power Commission 
(1941) 74 App DC 351, 42 PUR 
(NS) 428, 438, 123 F(2d) 155, 163: 

“Nor do we think there is any 
greater force in petitioner’s argument 
that §§ 4(g) and 23 of the Federal 
Power Act are prospective and not 
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retroactive; in other words, that the 
Power Act does not apply to dams 
constructed before its passage. ‘ 
It cannot be considered, we think, that 
Congress meant to allow existing ob- 
structions to continue unregulated in 
the navigable streams of the United 
States.” 

Moreover, the Supreme Court of 
the United States denied the Pennsyl- 
vania Company’s request for cer- 
tiorari.” 

We also directly disposed of the 
claim of state authority in Re Bellows 
Falls Hydro-Electric Corp. (1941) 
2 FedPC 380, 386; 37 PUR(NS) 
257, 262, wherein we said: 

“The language of § 23(b) is far 
removed from the possibility of in- 
terpreting the word ‘permit’ to include 
anything but a Federal permit. The 
prohibition contained in this provi- 
sion is directed not only against pri- 
vate persons, but also against states. 
If it be said that a state, by its very 
undertaking to construct, maintain, and 
operate a project, grants itself a per- 
mit, there is no meaning in the inclu- 
sion of the states within this provi- 
sion. If a state may not construct, 
maintain, or operate a project in a navi- 
gable water of the United States 
without Federal authority, then cer- 
tainly a private corporation may not 
do so. It must, therefore, be con- 
cluded that a state permit is not 
enough; that the statute makes the 
construction, maintenance, and opera- 
tion of a project on a navigable water 
of the United States unlawful with- 
out a Federal permit granted before 
June 10, 1920, or a license under the 
Federal Power Act.” 


7See (1942) 315 US 806, 86 L ed 1205, 
62 S Ct 640. 
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There is nothing that we could now 
add further to state our position in 
this respect. 

[5, 6] The declarant and the in- 
terveners contend that, although the 
Wisconsin river is admittedly naviga- 
ble from its source to its mouth with- 
in the purview of the laws and judicial 
decisions of the state of Wisconsin 
relating to navigability, and admittedly 
navigable in the Federal sense from 
its mouth as far up as Kilbourn, it is 
not navigable water within the pur- 
view of the Federal Power Act at 
any place upstream from Kilbourn, 
their concept of navigability being 
more liberal under state interpreta- 
tions than under Federal. 

For many years in the formative 
crystallization of legal principles un- 
der our Constitution, the basis of Fed- 
eral jurisdiction over navigable waters 
was a subject of controversy. Chief 
Justice Marshall spoke for the Su- 
preme Court when that body first held 
that the power of the United States 
under the commerce clause of the Con- 
stitution extended to waters which 
are capable of use as interstate high- 
ways.® 

In further defining Federal jurisdic- 
tion since that time, the Supreme 
Court by a long line of decisions cul- 
minating in the New River decision,® 
has made it clear that a stream is nav- 
igable if it is used or is susceptible to 
use as a highway for commerce. When 
a navigable stream is a highway for 
commerce between states, that is, when 


by itself or by uniting with other wa- 
ters it forms “a continued highway 
over which commerce is or may be car- 
ried on with other states or foreign 
countries,” it is a navigable water of 
the United States in contradistinction 
from a navigable water of a state.” 

In our recent opinion in Re Wiscon- 
sin Michigan Power Co. decided July 
27, 1943," we considered at length the 
commercial aspects of logging and 
similar use of streams as related to 
Federal jurisdiction. In applying the 
same principles to the record now be- 
fore us, we find overwhelming evi- 
dence of navigation use of the Wis- 
consin river throughout its entire 
length and of its connection with other 
streams by means of which interstate 
commerce has been carried on for 
many years. 

[7] The declarant and the inter- 
veners further contend that not only 
is the Wisconsin river not suitable for 
the transportation of persons and 
property in interstate commerce, but 
that the many dams already construct- 
ed in the river make continuous navi- 
gation impossible. 

If the river was navigable prior to 
the construction of these dams, how- 
ever, and Federal authorization has 
not been obtained for their mainte- 
nance, these dams may be abated, and 
their presence in the stream does not 
in any way constitute a bar to a find- 
ing of navigability nor to an assertion 
of Federal jurisdiction. This was 
clearly intended by the Supreme 





8 Gibbons v. Ogden (1824) 9 Wheat. 1, 
189, 6 L ed 23. In his concurring opinion Mr. 
Justice Johnson regarded this power over 
navigable streams as an essential attribute of 
sovereignty independent of any specific grant 
in the Constitution (p. 229). 
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2United States v. Appalachian Electric 
Power Co. (1940) 311 US 377, 407, 85 L ed 
243, 36 PUR(NS) 129, 61 S Ct 291. 
10 The Daniel Ball v. United States (1871) 
10 Wall 557, 563, 19 L ed 999, 
11 Docket No. DI-155, Project No. 1759, 
ante, p. 297. 
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Court’s opinion in the Economy Light 
& Power Company Case where it is 
stated that : 


“. . The fact, however, that 
artificial obstructions exist capable of 
being abated by due exercise of the 
public authority, does not prevent the 
stream from being regarded as navi- 
gable in law, if, supposing them to be 
abated, it be navigable in fact in its 
natural state.” * 


The Wisconsin river has long been 
held navigable by the supreme court 
of the state of Wisconsin. For ex- 
ample, in Wisconsin River Improv. 
Co. v. Lyons (1872) 30 Wis 61, the 


court in 1872 described the Wisconsin. 


river as a stream capable of use and 
which has long been used for floating 
rafts and fleets of lumber and logs, 
and boats loaded with the products of 
the country, to mill and market, and 
as such is a public highway. The 
court further said in that case that all 
must know that the Wisconsin river 
is a navigable stream leading to the 
Mississippi river, and as such is one 
of those streams included in the group 
referred to in the Ordinance of 1787.% 


Again in 1929 when the state su- 
preme court was passing upon an ap- 
peal from a judgment of the circuit 
court for Dane county, upholding an 
order of the Wisconsin Railroad Com- 
mission, the higher court once more 
referred to the Wisconsin river as one 
of the navigable waters leading to the 
Mississippi included in the Ordinance 
of 1787. It was then dealing with 
Four Mile creek, a minor tributary of 
the Wisconsin river, which a paper 
company had claimed was not naviga- 


ble. Nekoosa Edwards Paper Co. v. 
Railroad Commission (1930) 201 
Wis 40, 45, 228 NW 144, 146 (aff. 
[1931] 283 US 787, 75 L ed 1415, 
51 S Ct 352). 

The paper company, as does declar- 
ant in the present proceeding, at- 
tempted to differentiate between 
streams navigable for boat use and 
those used only for the floating of 
logs. The court, however, was not 
persuaded, for it said: “The appellant 
contends that there is a difference be- 
tween navigable streams and floatable 
streams. In Olson v. Merrill (1877) 
42 Wis 203, many times since cited 
with approval, this court set that mat- 
ter at rest. To quote a paragraph of 
the syllabus: ‘It is the settled law of 
this state, that streams of sufficient 
capacity to float logs to market are 
navigable; and it is not essential to 
the public easement that this capacity 
be continuous throughout the year, but 
it is sufficient that the stream have 
periods of navigable capacity ordinar- 
ily recurring from year to year, and 
continuing long enough to make it 
useful as a highway.’” 


Conclusion 


[8] The record of regular use of 
the Wisconsin river over a long period 
of years for the transportation of 
large quantities of logs, lumber, rafts, 
and other forest products to mill and 
market to points within the state of 
Wisconsin and in other states, is firm- 
ly established from the evidence be- 
fore us and compels the conclusion 
that the Wisconsin river is navigable 
throughout its entire length. While 
Federal jurisdiction over the Toma- 





2 (1921) 256 US 113, 118, 65 L ed 847, 41 
S Ct 409. 
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13 It will be recalled that the Ordinance of 
1787 was fully discussed in the Economy Light 
& Power Company Case, note 12 supra. 
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hawk project is established by the fact 
that the Wisconsin river is a naviga- 
ble water of the United States, this 
proceeding arises through the filing of 
a declaration of intention under § 23 
(b) of the act which, in the absence 
of other circumstances, calls for a de- 
termination of the effect of the project 


upon the interests of interstate -com- 
merce. For the reasons which we 
have heretofore indicated, we find that 
the interests of interstate commerce 
would be affected by the reconstruc. 
tion proposed by declarant. 

An appropriate order will be en- 
tered in accordance with this opinion. 





COLORADO PUBLIC UTILITIES COMMISSION 


R. I. Nightingale 


San Miguel Power Association, Incorporated 


[Case No. 4809, Decision No. 21239.] 


Procedure, § 29 — Dismissal of complaint — Public utility status — Competition. 


1. A complaint alleging that an association unlawfully competes as a public 
utility should not be dismissed in its entirety upon a finding that no com- 
peting service exists, when it is affirmatively found that the respondent is a 
public utility, which in effect justified the filing of the complaint, p. 319. 


Public utilities, § 58 — Status of association — Extent of public use — Absence 


of evasive intent. 


2. The fact that a power association is not in fact a “sham organization” 
and a mere device to hoodwink the law does not exempt the association 
from the public utility status when its service may affect so considerable a 
fraction of the public that it is public in the same sense in which any other 


may be called so, p. 319. 


[August 6, 1943.] 


PPLICATION by respondent power association for rehearing 
A and application by petitioner seeking modification, altera- 
tion, and amendment of decision on public utility status in 
Nightingale v. San Miguel Power Asso. (1943) 48 PUR(NS) 

173 ; rehearing denied and order modified. 


APPEARANCES: L. D. Hunt, Den- 
ver, for petitioner, R. I. Nightingale; 
50 PUR(NS) 


Harry W. Gueno, Delta, and Ernest 
L. Rushmer, St. Louis, Mo., for re- 
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spondent, San Miguel Power Associa- 
tion; E. B. Evans, Denver, for the 
Commission, 


By the Commission: On April 23, 
1943, Decision No. 20831, 48 PUR 
(NS) 173, the Commission entered its 
order in the above matter to the effect 
that respondent herein is a public util- 
ity, and further ordering that the com- 
plaint filed herein be dismissed. 

Thereafter, on May 5, 1943, re- 
spondent filed an application for re- 
hearing, and on May 11, 1943, peti- 
tioner filed an application seeking mod- 
ification, alteration, and amendment of 
said decision. 

Petition for rehearing filed by re- 
spondent is based upon allegations that 
our order is in error in finding re- 
spondent a public utility, with a fur- 
ther allegation that we lost jurisdic- 
tion in the matter by dismissing the 


complaint. The petition for alteration 
and amendment of our decision is 
based upon allegations to the effect that 
error was committed in dismissing the 
complaint when in effect we found that 
respondent was a public utility. 


The application for rehearing was 
set down for oral argument, and the 
motion for alteration, modification, 
and amendment was set down for 
hearing and oral argument at Denver, 
Colorado, on June 8, 1943. There- 
after, briefs were filed by both parties 
relative to the questions involved. 

[1] While our original decision in 
which the complaint was dismissed, 
was based upon the fact that we found 
no competitive service existed between 
Mspondent and petitioner, the Com- 
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mission is now of the opinion, and so 
finds, that said complaint should not 
have been dismissed in its entirety as 
we did make an affirmative finding that 
respondent was a public utility, which 
in effect justified the filing of the com- 
plaint. 

[2] We have carefully considered 
the brief of respondent in connection 
with its motion for rehearing. Gener- 
ally speaking, the authorities cited are 
relative to the question of whether or 
not respondent is a public utility. We 
believe these matters were sufficiently 
considered and discussed in our orig- 
inal decision, and that no good pur- 
pose would be served by a new dis- 
cussion of same. However, one of the 
points raised by respondent is that in 
our citing the case of Davis v. People 
ex rel. Public Utilities Commission, 79 
Colo 642, PUR1926E 635, 247 Pac 
801, we quote the statement of the 
court that the association in that case 
was in fact a “sham organization” and 
was a mere device to hoodwink the 
law. Respondent protests that this is 
not the situation in regard to itself. 
This part of the Davis decision was not 
cited with the intent on the part of the 
Commission of alleging or holding that 
respondent was in any manner a “sham 
organization.” The case was cited to 
sustain the theory that service may af- 
fect so considerable a fraction of the 
public that it is public in the same sense 
in which any other may be called so. 
The public does not mean everybody 
all the time. We might point out that 
our supreme court has recently reaf- 
firmed this position in the case of Ben- 
netts v. Carpenter, Director of Reve- 
nue, in Decision No. 15222, dated 
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April 26, 1943, — Colo —, 137 P(2d) 
780. In said decision, the supreme 


court again cites the Davis Case, 
supra, with approval. 

Considering the record as a whole, 
we are of the opinion, and so find, that 
our original decision No. 20831, 
supra, should be modified as herein- 
after provided. 


ORDER 


It is ordered: 

That the order part of Decision No. 
20831, dated April 23, 1943, supra, be, 
and the same is hereby, amended to 
read as follows: 

That San Miguel Power Associa- 
tion, Inc., in its operations as a corpo- 
ration in supplying and distributing 
electrical current in the counties of San 


Miguel and Montrose, is a public utif- 
ity under the statutes of the state of 
Colorado and is subject to the jurisdic. 
tion of the Commission. 

It is further ordered, that in view of 
our finding that no competition exists 
to the detriment of petitioner on the 
part of respondent, no affirmative or- 
der will be made in regard to this por- 
tion of the complaint. 

It is further ordered, that petition 
for rehearing filed herein by respond- 
ent, be, and the same is hereby denied, 

It is further ordered, that jurisdic- 
tion of the instant matter be retained to 
the end that such further order or or- 
ders may be entered herein as the Com- 
mission may deem proper. 

This order shall become effective 
twenty days from date. 
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RE YOU DOING ALL 
OU CAN TO AVOID 
TIN YOUR BOILER 
PLANT? 


vel is a vital weapon of war. It is 
imperative that boiler plants fired 
ith fuel oil, transfer every last heat 
nit to useful power or heat. 

To make sure that your heat or 
pwer plant is delivering all the 
feam of which it is capable with the 
east possible fuel consumption . es 
heck your operation against the ten 
points listed opposite. 


TODD SHIPYARDS CORP. 
IODD COMBUSTION DIVISION 
601 West 26th Street, New York I,N.Y. 


YORK MOBILE NEW ORLEANS GALVESTON ; 


SEATTLE BUENOS AIRES LONDON 


ODD BURNERS * * ON THE FIRING LINE OF 


cd 


¥ All mechanical parts of burners 

should be kept clean and in good 
operating condition. Worn parts should be 
promptly replaced. Keeping equipment in 
good condition will save you many times 
over the cost of replacements. 


¥ Temperature of oil supplied to burners 

should be watched carefully. Bunker 
“C” or No. 6 vil should be supplied to burners 
ata viscosity of 150 SSU'for best atomization. 


¥ Atomizers should be properly ad- 
justed for best position with relation 
to air register throat. 


¥ No more air than is absolutely nec- 

essary for complete combustion of 
the fuel without objectionabl ke should 
ever be supplied to the burners. If at all pos- 
sible a recording flue-gas analyzer should 
be installed. If a recording analyzer is not 
installed, frequent analysis of combustion 
gases should be made with a hand analyzer. 








The fire side and water side of boiler 

surfaces should be kept clean, as 
soot on the first and scale on the second will 
reduce boiler efficiency. A definite schedule 
for cleaning tubes should be established. 


yf Uptake gas temperature should be 

checked against boiler manvufac- 
turer's guarantees. Too high a temperature 
in the uptake is usually an indication of a 
dirty boiler. 


Boiler baffles should be maintained 

in good condition. Leakage through 
baffles will. allow partial short-circuiting 
of the gases, which will also cause a high 
exit gas temperature. 


Boiler settings, tube doors, explosion 

doors and boiler entrance doors 
should be kept airtight. Infiltration of air 
through any of these parts causes a serious 
loss in efficiency. 


Test checks should be made fre- 
quently on the overall efficiency of 
the boiler plant. 


¥ Auxiliary equipment such as feed 
water heaters, pumps, etc., should be 
maintained in the best possible condition. 
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Industrial Progress 


= Selected information about products, supplies and 
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Equipment Notes 


Clark Adjustable Counterbore 
And Spotfacer 

An adjustable blade counterbore and spot- 
facer is announced by the Robert H. Clark 
Company of Los Angeles, manufacturers of 
adjustable cutting tools. This new counter- 
bore and spotfacer differs from conventional 
“adjustable” tools in that instead of a group 
of fixed-diameter bits interchangeable on a 
standard shank, the Clark counterbore and 
spotfacer blades themselves are adjustable to 
any diameter within the broad limits of. the 
tools. 

An exclusive no-burr feature is incorporated 
into these new tools, according to the manu- 
facturer. Each of the interchangeable pilots 
is so. designed that burrs are prevented from 
forming at the edge of the pilot hole, thereby 
avoiding “locked” pilots and the resulting 
damage to the tool and the work. 

The complete range of 8 sizes of the new 
counterbore and spotfacer. covers all fractional 
and decimal diameters from 9/16 in. to 54 in. 
and provides interchangeable pilots from 3/16 
in. to 5+ in. in diameter. In addition, the cut- 
ting blades are removable for easy resharpen- 
ing or replacement. 

This new tool will machine all kinds of 
rolled, forged, or cast steel, iron, aluminum, 
brass, copper, bronze, and some hard materials 
formerly considered non-machinable with 
steel tools. 


New Luminaire For Industrial Lighting 

Designed for easy continuous strip installa- 
tion, a new lightweight fluorescent luminaire 
with one-piece, double-length hood and two 
full-size reflectors is announced by Westing- 
house Electric and Mfg. Co. 

Available for use with four or six 40-watt or 
four 100-watt Mazda F lamps, the new Type 
F N C luminaire is the equivalent of two con- 
ventional units. The hood is fabricated from 
sheet steel with all ballasts, lamp holders, and 
starter sockets mounted and wired as part of 
the channel assembly, according to the manu- 





“MASTER*LIGHTS" 


© Portable Battery Hand Lights. 
© Repair Car Roof Searchlights. 
© Hospital Emergency Lights. 


CARPENTER MFG. CO. 
1 Sh Sarat 
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services offered by manufacturers. Also announce- 
ments of new literature and changes in personnel. 


facturer. New sliding hangers permit suspen- 
sion from any part of the hood. Mounting 
arrangements are available for any application. 

Further information may be secured from 
the Westinghouse lighting division, Edge- 
water Park, Cleveland, Ohio. 


Electronically Controlled Bin 
Level Indicator 


A dry materials bin level indicator that op- 
erates entirely on the electronic principle is now 
available through Mosher Electronic Control 
Systems. 

_Use of the bin level indicator is claimed to 
give a positive check on shipping and storage 
operations and thereby prevents possible loss of 
valuable material through spillovers, under- 
fills, mistake or other miscalculation. 

Literature and other information about the 
bin level indicator can be obtained from 
Mosher Electronic Control Systems, 139 
West 42nd Street, New York 18. 


¥ 


Catalogs and Bulletins 


G-E Bulletins 


The following publications have recently 
been issued by General Electric Company: 

Percentage-Differential Relays (No. GEA- 
3572) ; Duplex Switchboards (GEA-4127) ; 
G-E Metal-clad Switchgear (No. GEA-4059) ; 
and Lighting (No. GEA-4056). 


Safety Promotion Services 

_ To assist in the current campaign against 
industrial eye accidents, American Optical 
Company of Southbridge, Mass., _ pioneer 
manufacturers of industrial safety equipment, 
announces it is now making available to in- 
dustry the following free AO safety promo- 
tion services: 

1. Safety posters dramatizing the import- 
ance of wearing safety goggles on eye- 
hazardous jobs. 

2. A miniature newspaper—The Safety 
Clipper—published periodically and _contain- 
ing material on eye safety designed for re- 
production in employee magazines or news- 
papers. 

3. Analyses of plant eye hazards, and recom- 
meridations by trained AO safety representa- 
tives for effective eye protection programs. 

4. A 16 mm. sound training film titled 
“Right On The Nose” and demonstrating the 
simplest, quickest methods of fitting nonpre- 
scription safety goggles so that workers can 


Mention the FortNIGHTLY—It identifies your mqury 
34 








. =a 6S 8 


mber 9, 1943 Public Utilities Fortnightly 





restore masonry walls 


with non-critical materials 


10 priorities required 


Many masonry surfaces are being ne- 
glected today under the impression 
that their repair must be put off for the 
duration. This delay and greater ex- 
pense later is entirely unnecessary. 





WATERFOIL, a scientific contribution to 
masonry protection, was released by 
‘the A. C. Horn Laboratories after 10 
years of laboratory and field develop- 
ment, and meets today’s needs. It is 
manufactured of irreversible inorganic 
gels, which “weld” themselves mechan- 
ically and chemically to concrete, 
stucco or brick surfaces. These materials are non-critical. They require 
no priorities and are available now. 


WATERFOIL is not just a coating like paint, but it becomes an integral part 
of the masonry surface — forming a hard, heavy, microscopically fine- 
textured protective surface — which can be applied by any careful work- 
man. No primers are used. WATERFOIL is backed by a nationally known 
company with 47 years experience. Thousands of important buildings 
and millions of square feet of surface have been protected by Horn 
Products. Tell us of your masonry conditions — we will give you our 
expert advice. Literature on WATERFOIL is available — write us today. 


BUILDING MATERIALS DIVISION 
0 RN COM PANY LONG ISLAND CITY 1, NEW YORK 
tT] x ESTABLISHED 1897 


THE UNIQUE TREATMENT FOR EXTERIOR MASONRY SURFACES 








NEW YORK 
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Fire cannot burn with- 

out air. With swift efficient action, C2/Feg 
completely surrounds fire with a blanket of car- 
bon dioxide. Air is sealed out. 

G2/Fog is especially recommended for oil, 
gasoline, electrical, or chemical fires. Built by 
General Detroit, manufacturers of fire protection 
equipment since 1905, G2/Jeg comes from a dis- 
tinguished line of fire fighters, including such 
famous names as Fire Guard, Alaskan, and Floa- 
fome. Like all General products, it is quality 
mass produced for prompt delivery to essential 
users. 

Find out about G2/feg today! Mail the cou- 
pon and details will be rushed! 


THE GENERAL [)ETROIT (ORP. 





Former Name The General Fire Truck Corp. 
DETROIT 

in all principal cities. 
West Coast Affiliate: The General Pacific 
Corp., Seattle, Los Angeles, San Francisco. 


Dietrihs 





CHICAGO 





THE GENERAL DETROIT CORP. 
2228 East Jefferson Ave., Detroit 7, Mich. 


SPEED complete details on G2/Feg 


GENERAL 
DETROIT 


Name 





Title. 














Just attach this convenient coupon to your letterhead and mail. 





Catalogs & Bulletins (Cont'd) 


wear them in comfort. Also available is a 
booklet bearing the same title and providing 
in printed form the information contained in 
the film. 

American Optical Company safety repre- 
sentatives will be glad to arrange for any of 
the above services. Or write the concern di- 
rect at Southbridge, Mass. 


5d 


Manufacturers’ Notes 


Davey Compressor Appoints 
New Distributor 


Wentz Equipment Company, Topeka, Kan- 
sas, has recently been appointed dealer for 
the Davey Compressor Company of Kent, 
Ohio. As a franchise dealer they will handle 
Davey portable and industrial compressors, 
truck power take-offs and pneumatic saws. 


Army-Navy “E” Awards 


The Duncan Electric Manufacturing Com- 
pany, Lafayette, Indiana, has received the 
Army-Navy “E” Award for both of their 
Lafayette, Indiana plants. 

Normal peacetime production of this con- 
cern is primarily’on watt hour meters. Their 
new No. 2 plant is devoted exclusively to war- 
time production of aircraft instruments. 


1.B.M. Promotions 


Directors of International Business Ma- 
chines Corporation recently elected Miss Ruth 
Leach a vice president of the corporation, ac- 
cording to a recent announcement. She is the 
first woman ever to hold a corporate office 
with IBM. She was previously manager of 
Systems Service for the entire company. 

At the same time, the appointment of Miss 
Mary Schultz as assistant vice president was 
announced. She was previously assistant man- 
ager of Systems Service. 


Joseph L. Dudley Joins 
Cochrane Steam Specialty Co. 

Cochrane Steam Specialty Company, 80 
Federal St., Boston, Mass., announce the ad- 
dition of Joseph L. Dudley to their organiza- 
tion, 

Mr. Dudley was formerly associated with 
Jackson and Moreland Engineers and with 
Stone and Webster Engineering Corporation. 


Humm Elected Vice President 
Of Hixson-O’Donnell 

Albert W. Humm has been elected a vice 
president of Hixson-O’Donnell Advertising, 
Inc., New York. Mr. Humm has been asso- 
ciated with the firm for the past two years, 
in charge of the public utility and home ap- 
pliance accounts. 

Under his management this department of 
the agency has considerably expanded its mer- 
chandising, advertising and sales promotion 
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YET SPEED 
TRANSMISSION 





/ hroughout the country our trained men 


“ are ready to help you meet today’s unprecedented 
demand for power. In the erection or maintenance 


/ 
(; / y S$ | E R of transmission lines . . . regardless of distance or 


VEERING CO. terrain... Hoosier experience and special equipment 


guarantees efficient and economical service. 


—s 


COLUMBUS, OHIO 
NEW YORK — CHICAGO ERECTION and MAINTENANCE OF TRANSMISSION LINES 
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service to a number of utility and appliance 
concerns. Mr. Humm’s new appointment 
marks his rounding out of thirty years in the 
advertising field. 

In that time he has originated many pro- 
ductive sales promotion and advertising cam- 
paigns for manufacturing and utility con- 
cerns. He was formerly advertising and sales 
promotion manager of Standard Gas Equip- 
ment Corporation, and was active in the work 
of the American Gas Association. 


Stuart M. Crocker Elected President of 
Columbia Gas and Electric Corp. 


Stuart M. Crocker was recently elected 
president of the Columbia Gas and Electric 
Corporation, according to an announcement by 
Philip G. ossler, board chairman. Mr. 
Crocker succeeds Edward Reynolds who is 
retiring to devote full time to his duties as 
administrative head of the Supply Division, 
Office of the Surgeon General of the Army, 
a position which he has occupied since No- 
vember, 1942, under leave of absence from 
the corporation. Mr. Crocker has resigned as 
vice president of the General Electric Com- 
pany to take over the presidency of the Co- 
lumbia company. 

In 1922, Mr. Crocker joined the General 
Electric Company as assistant to Owen D 





DICKE TOOL COMPANY 
DOWNERS GROVE, ILL. 


Manufacturers of 
Pole Line Construction Tools 
They’re Built for Hard Work 











Young, chairman of the board, and in 1927 
became vice president and treasurer of the 
United Electric Securities Company. He was 
elected vice president of International General 
Electric Company in 1930, and appointed as- 
sistant to Charles E. Wilson, then executive 
vice president of the parent company, in 1938, 
Mr. Crocker became vice president of Gen- 
eral Electric in 1940, 

Mr. Crocker was secretary of the Ameri- 
can delegation of the first committee of ex- 
perts named by the Reparations Commission 
during the formation of “The Dawes Plan” 
in 1924, and served in the same capacity with 
the committee which drafted “The Young 
Plan” in 1929. 

In making this announcement Mr. Gossler 
cited the outstanding record of achievement 
in industry and public service which Mr, 
Crocker has established. 
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Future vF 
ETERING 


THE cooperation of the electric utility 
stry with the watthour meter manufacturers 


kept the design and development of the 


rn watthour meter well ahead of meter- 


irements. 


Thanks to this cooperative 


r meters will again play their 


oN GF tae 
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SANGAMO ELECTRIC COMPAN 
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STANWO BY 70 REFUEL 


Tank it up and take it away .. . Navy routine, in which 


Autocar tank-trucks are a stand-by . . . the pause that refuels 
P-T boats, bombers, and fighters. Other Autocar special- 
purpose vehicles are also “stand-bys” with the Navy, the 
Army, the Marine Corps, and the Air Forces . . . heralds of 
increasingly finer Autocar trucks to come. In the meantime, 
Autocar Factory Branches stand by to help all Autocar 
owners everywhere. 


AUTOCAR 


MANUFACTURED IN ARDMORE, PA. 


SERVICED BY FACTORY BRANCHES FROM COAST TO COAST Buy More and Mere 


WAR BONDS 
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jf: STEAM | 


The tough tasks of steam plant rehabilitation 
and development, will fall on engineers who 
are now serving their country in the armed 
forces, or in the never-ending battle with 
power-plant problems in war plants and in 
public utility plants supplying power to war 
plants. In this they are applying their engineer- 
ing knowledge and skills to the early conclu- 
sion of hostilities. 


When the war will have ended and Victory 
is ours, these engineers will re-direct their 
knowledge and skills from war-making activi- 
ties to the production of steam power for 
peaceful pursuits, utilizing whatever of their 
background of war experience is applicable 


to future industrial development. 


G-249T 


We of Babcock & Wilcox have implicit 
confidence in their resourcefulness, confi- 
dence in their ability to continue overcoming 
almost impossible assignments. Serving other 
engineers has also kept us on our mettle, as 
evidenced by important B&W contributions 
to the continued evolution of practice in 


steam generation. 


While the war effort has first call on your 
industry's time and resources, you undoubt- 
edly have given some thought to the postwar 
power-plant problems that will confront you, 
as it is never too early for engineering plan- 
ning. B&W engineers will gladly cooperate 
with you to the utmost of their ability, consis- 
tent, of course, with war demands on their time. 
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85 LIBERTY STREET 
NEW YORK 6, N. Y. 
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a “THIS YEAR, LET'S PAY THE BONUS 


.-.and drive even harder on the pay-roll savings plan!” 


Make War Bonds the Christmas Order 
of the Day. Urge your workers to make 
their personal Christmas gifts in the 
form of War Bonds—and practice what 
you preach, yourself! Make this a 100% 
War Bond Christmas—to insure future 
Yuletides of peace and prosperity. 

Make up your own posters to spread 
the “War Bonds for Christmas” story 
across your plant. Tell the story again 
and again on bulletin boards, in plant 
magazine, and pay envelope stuffers. 

But don’t forget your basic, all-im- 
portant Pay-Roll Savings Plan. How’s 
it going? Perhaps it needs a bit of stok- 
ing-up right this very minute, to hold its 
full head of steam against the competi- 
tive demands of the holiday season. 


Well, you’re the man to stoke it! You 
can’t expect it to keep running indefi- 
nitely on last summer’s enthusiasm. See 
to it that your participation percentages, 
and your deduction percentages, both 
end up the year at new levels. 

Every month, now your Pay-Roll Sav- 
ings ought to run well ahead of the 
preceding month. For so many families 
that formerly depended on the earnings 
of a single worker, now enjoy the com- 
bined earnings of several. Such family 
incomes are doubled, trebled, even mul- 
tiplied many times. 

Now’s the time to turn as much as 
possible of these increased earnings into 
War Bonds—War Bonds for Christmas, 
and War Bonds the whole year ’round! 


GIVE THE PRESENT WITH A FUTURE—WAR BONDS! 


This space contributed to Victory by PUBLIC UTILITIES FORTNIGHTLY 


This advertisement prepared under the auspices of the United States Treasury Department and the 
War Advertising Council 
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LEGEND 
STEAM MAIN _ 
VACUUM RETURN ----=* 
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+ Ric-wiL 


Outstanding among the advantages of 
community planning are the benefits gained 
from central heating—making it possible to 
purchase heat as a commodity like gas, elec- 
tricity or city water. Ric-wil Prefabricated 





CONSTRUCTION ADVANTAGES: 


@ Conduit furnished complete with prefabricated field 
accessories. 

@ Prefabrication minimizes field work. 

® Conduit is accommodated in narrow, shallow trench. 

® Minimum excavation and backfill. 

@ Little or no interference with other construction. 

@ 21-ft. lengths for speedy installation. 

@ All-weld construction provides durable, watertight 
System. 

@ System is efficient, dependable, maintenance-free. 
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RESTAURANT 


A CENTRAL HEATING PLANT 


CONDUIT 


Insulated Pipe Conduit provides the most 
easily installed, dependable, economical 
and efficient system of heat distribution— 
proven by more than a thousand miles of 
all types now in service. 


SERVICE ADVANTAGES: 


Savings of 15% or better in overall fuel consumption. 
Elimination of furnace or boiler tending by consumer. 
Promotes cleanliness in buildings heated. 

Provides extra room in building basements. 
Decreases fire and explosion hazard. 

Reduces smoke and soot, provides cleaner, healthier 
community. 

Eliminates private coal delivery and ash removal. 
Gives uniform, clean heat quickly, whenever needed. 


Write for detailed information on Ric-wil. Conduit for central heat distribution. 


INSULATED PIPE CONDUIT SYSTEMS 


tCom ea B THe Ric-wiL COMPANY 


AGENTS IN PRINCIPAL CITIES 
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CLEVELAND, OHIO. 






DVANTAGES OF CENTRAL HEATING WITH Ric-wil PREFABRICATED CONDUIT 
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VARNISHED CAMBRIC - RUBBER POWER CABLES - BUILDING WIRE - RAD 


CRESFLEX NON-METALLIC SHEATHED CABLE - SERVICE ENTRANCE CABLE - MAGNET WIRE - BARE WIRE 





CRESCENT 
WIRE AND CABLE 


es CARRIES CURRENT 
FOR LIGHT AND 
POWER ON EVERY 
FIGHTING FRONT 





CRESCENT INSULATED WIRE & CABLE Co. 
Factory: TRENTON, N. J.—Stocks in Principal Cities 








RESCENT ENDURITE SUPER-AGING INSULATION - WEATHER-PROOF WIR 
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Save to Win 
with these four simple rules 
of battery care: 


1 Keep adding approved water at 
regular intervals. Most local water 
is safe. Ask us if yours is safe. 


9 Keep the top of the battery and 

battery container clean and dry at 

all times. This will assure maximum 
protection of the inner parts. 


Keep the battery fully charged— 
but avoid excessive over-charge. 
A storage battery will last longer 
when charged at its proper voltage. 


Record water additions, voltage, 
and gravity readings. Don't trust 
your memory. Write down a com- 
plete record of your battery's life 
history. Compare readings. 


If you wish more detailed information, or 
have a special battery maintenance prob- 
lem, don't hesitate to write to Exide. 
We want you to get the long-life built 
into every Exide Battery. Ask for booklet 
Form 3225. 








FRc 


...is a vital principle 


of utility operation! 


Conservation of materials is no new story 
to the men who operate public utilities. 
With thrift and efficiency they have always 
planned for conservation. 


They’ve squeezed the last ounce of use 
out of materials and equipment in their 
care .. . and today, that need is intensified. 


One helpful principle to follow is that of 
“Buy to Last—Save to Win.” Buy quality 
products and equipment, then care for it to 
avoid needless replacement. That conserves 
raw materials, labor, and space in factories. 
It frees these productive elements for essen- 
tial war production. 


THE ELECTRIC STORAGE BATTERY CO. 
Philadelphia 


Exide Batteries of Canada, Limited, Toronto 
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MERCOTD SENS ATH 














AN EXTREMELY SENSITIVE THERMOSTAT 


LEMS BE REALISGHE 


There are a lot of enchanting promises floating around about a fantastic 
world we will be living in after the war. Fine—it can’t come too soon, but , 
it looks like the demands of rehabilitation will determine the course of 
events after the costly struggle is over. 

The order of things during the postwar period will of necessity, call for 
rigid economy throughout the entire program of living. It is natural to 
assume that some changes will be made, and then only where a saving 
can be effected. 

The day dream world is very likely to be out of grasp for a little while to 
come. People as a whole are not so much concerned about fancy frills 
or novel ways of doing things as they are about getting back some of the 
basic comforts now denied by war priorities, and among the first of these 
is automatic heat—assured by the Mercoid time proven way of efficiency, 
accuracy and trouble-free performance. 





THE MERCOID CORPORATION, 4219 BELMONT AVE., CHICAGO 41, ILL. 
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Here is a leak of Yath gallon per minute — not at all unusual; in 
fact, many are larger. A leak of this size will run away 180 gallons 
a day or 16,200 gallons a quarter — an amount sufficiently above 


the average minimum to make meter testing and repairing pay. 


Figure it out for yourself 


TYPICAL YOUR 
WATER WORKS WATER WORKS 





Waste per quarter at % gallon per minute.. 16,200 gal. 
If repaired meter registers 80% of this 13,000 * 


Deduct minimum allowance 7,500 * 





Amount registered above minimum 5,500 gal. 


Price for 1,000 gallons X.24 





Revenue above minimum for quarter $ 1.32 

















Properly repaired water meters should register 90% at 4 gallon per 
minute. Even though some of these may not do as well as 80% at 
¥% gallon per minute it is fair to assume that the increased accuracy 
above this rate will more than compensate for the difference. The 
customer billed for an extra $1.32 per quarter would probably 
repair the leak. But here again the Water Department is ahead of 
the game, because it has saved the pumpage of water for which-it 
had not previously been paid. 





Ask your Trident representative for the benefit of his experi- 
ence in the proper methods of repairing and testing meters. 


NEPTUNE METER COMPANY ¢ 50 West 50th Street ¢ New York 20, N. Y. 
Branch Offices in CHICAGO, SAN FRANCISCO, LOS ANGELES, PORTLAND. ORE.. 
DENVER, DALLAS, EANSAS CITY, LOUISVILLE, ATLANTA, BOSTON. 

Neptune Meters. Ltd.. Long Branch, Ont.. Canada 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, design, and construction. « « ‘ 


THE AMERICAN APPRAISAL GOMPANY 


INVESTIGATIONS, APPRAISALS AND STUDIES 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANOISCO 
and other principal cities 











DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA 


PACKARD BUILDING 








penx FOTO, Bacon « David, anc. max case 


OONSTRUCTION £ ° APPRAISALS 
OPERATING COSTS ngincers INTANGIBLES 


VALUATIONS AND REPORTS 
NEW YORK PHILADELPHIA WASHINGTON CHICAGO 








GANNETT. EASTMAN & FLEMING, INC. 
ENGINEERS 


Harrisburg Pennsylvania 








GILBERT ASSOCIATES, Inc. 


ENGINEERS SPECIALISTS 
POWER ENGINEERING SINCE 1906 py casing and Expediting, 


Steam, Electric, Gas, Hydro, 
Designs and Construction, Serving Utilities and Industrials Rates, Research, Reports, 
Personnel Relations, 


Operating Betterments, 
Inspections and Surveys, Reading, Pa. Original Cost Accounting, 


Feed Water Treatment. Washington New York Accident Prevention, 














J. H. MANNING & COMPANY 


120 Broadway, New York 
ENGINEERS 


Business Studies Purchase—Sales Valuations 

New Projects Management Reorganizati 

Consulting Engineering 
Public Utility Affairs including Integration 


ene 
Mergers 
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SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
New York 


Chicago 


San Francisco 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
UVitilities—Industrials 
Studies—Re ports—Design—Supervision 


Chicago 








STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * CONSULTING ENGINEERING ° APPRAISALS 


BOSTON e NEWYORK e¢ CHICAGO 
SAN FRANCISCO 


e HOUSTON e PITTSBURGH 
LOS ANGELES 








THE J.G. WHITE ENGINEERING CORPORATION 





DESIGN ® CONSTRUCTION ® REPORTS ® APPRAISALS 





80 BROAD STREET, NEW YORK 








Albright & Friel Inc. 


Consulting Engineers 


Investigations, Valuations, and Reports 
Design and Supervision of Construction 


1520 Locust Street Phila., Penna. 


BLACK & VEATCH 
CONSULTING ENGINEERS 


Appraisals, investigations and re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 








BARKER & WHEELER, ENGINEERS 


DESIGNS AND CONSTRUCTION — OPERATING 
BETTERMENTS — COMPLETE OFFICE SYSTEMS — 
MANAGEMENT — APPRAISALS — RATES 


11 PARK PLACE, NEW YORK CITY 
36 STATE STREET, ALBANY, N. Y. 











EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 
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JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 








A. S. SCHULMAN ELEctrIc Co. 
Contractors 


TRANSMISSION LinES—UNDERGROUND Distri- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


537 SoutH Dearsorn St. Cuxicaco 








Mark WOLFF 


Public Utility Consultant 
261 Broapway, New York, N. Y. 


Representing the Public Exclusively 
Since 1914, 








J. W. WOPAT 


Consulting Engineer 
Construction Supervision 


Appraisals—Financial 
Rate Investigations 


1510 Lincoln Bank Tower Fort Wayne, Indiana 











Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
1038 Munsey Building 
Washington 4, D. C. 











Why dig through » Cm | 
PILE 
of Catalogs? 


Find the 
Fitting 
you need, 
quickly— 


in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fitting. These few 
can only suggest the variety: 


Universal Clamps to take a 
large range of conductor sizes; 
with 1, 2, 3, 4 or more bolts, 


L-M Elbows, with compression units 

giving a dependable grip on both con- 

ductors. Also Straight Connectors and 
Tees with same con- 
tact units. 


Bus Bar Clamps for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—various types. 


Clamp Type Straight Connectors 
and Reducers, Elbows, Tees, Ter- 
minals, Stud Connectors, etc. 


Jack-Knife connectors for simple 
and easy disconnection of mo- 
tor leads, etc. Spring action— 
self locking. 


Vi-Tite Terminals for quick 
installation and easy taping. 
Also sleeve type terminals, 
screw type, shrink fit, etc. etc. 


Splicing Sleeves, Figure 8 and Oval, seamless tub- 
ing—also split tinned sleeves. High conductivity 
copper ; close dimensions. 

Preferred by the largest utilities and 
electrical manufacturers—because they 
have found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- 
bility. Write for Catalog. 


PENN-UNION ELECTRIC CORPORATION 
ERIE, PA. Sold by Leading Jobbers 
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CONDUCTOR FITTINGS 
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MY TYPEWRITER DOES 





EGRY BUSINESS SYSTEMS COMPRISE: 


EGRY SPEED-FEED. May be attached to any 
standard make typewriter in one minute, and 
with Egry Continuous Forms, doubles operator 
output. One machine does the work of two. 


EGRY TRU-PAK Register speeds the writing of 
all handwritten records. Assures complete con- 
trol over every business transaction. 


EGRY ALLSET Forms, the modern single set 
forms for speed writing all business records. 
Individually bound sets, interleaved with one- 
time carbons. ALLSETS are ready for imme- 
diate use for typed or handwritten forms. 


EGRY CONTINUOUS Forms increase the out- 
put of operators by 50% and more because they 
tliminate time-consuming operations. Furnished 
with or without interleaved one-time carbons. 


AND in addition to the above, there are others 
you'll want to know more about. 





HE EGRY REGISTER COMPANY ° 
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"SPEED FELD 


The shortage of typewriters and competent 
operators will be compensated for if you use 
Egry Business Systems. In thousands of in- 
stances Egry Speed-Feeds and Egry Continuous 
Forms enable operators to produce twice as 
much work as they did before with the typewrit- 
er alone and ordinary loose forms and carbons. 


Other Egry Business Systems for handwritten 
records are equally important. Investigate today. 
You'll be surprised at the amount of time you 
will save when you use Egry Business Systems. 
More detailed information will be sent on re- 
quest, or free demonstrations may be arranged 
at your convenience. There’s no cost or obliga- 


tion, of course. Address Department F-129, 


Sales agencies in principal cities. 


Dayton, Ohio 


Egry Continuous Forms Limited, King and Dufferin Sts., Toronto, Ontario, Canada. 


RY TRU-PAK 
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EGRY ALLSET FORMS 


RY SPEED-FEED 
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INDEX TO ADVERTISERS 


pa Fortnightly lists below the advertisers in this issue for ready i 
ence. Their products and services cover a wide range of utility needs. 
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Adaressograph-Multigraph Corp. 
Inside Back Cover 


Albright & Friel Inc., Engineers 
Aluminum Co. of America 
American Appraisal Company, The 
Autocar C I y 
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Babcock & Wilcox Co., The 

Barber Gas Burner Company, The 
Barker & Wheeler, Engineers 

Black & Veatch, Consulting Engineers . 
Blaw-Knox Division of Blaw-Knox Co. 
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Burroughs Adding Machine Co. ............................ 13 
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Carpenter Manufacturing Company 
Carter, Earl L., Consulting Engineer . 
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Crescent Insulated Wire & Cable Co., Ine. ........ 
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Davey Compressor Company 
Davey Tree Expert C pany 
Day & Zimmermann, Inc., Engineers 
Dicke Tool Company 
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Ford, Bacon & Davis, Inc., Engineers 
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Hoosier Engineering Company 
Horn, A. C., Company 
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International Harvester Company, Inc. ............ 28 
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Manning, J. H., & Company, Engineers 
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*National Production Company 
Neptune Meter Company 
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*Pennsylvania Transformer Company 
Penn-Union Electric Corporation 
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Railway & Industrial Engineering Company... 
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Riley Stoker Corporation 
Robertshaw Thermostat Co. 
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Sangamo Electric Company 
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reproduction by U.S. A. Engineers of aerial 
from reconnaissance plane. In this photo five 
ments are visible—the small key sketch below 
pu find them. 


Can You Spot The Machine Gun Nests? 


TTACK plans that once had to wait 

many precious hours are now com- 

pleted in a fraction of the time because of 
Multilith* machines. 


In a special trailer used by the U. S. Army 
are complete photographic apparatus and 
Multilith duplicators . . . A plane swoops 
low and drops negatives of aerial photos. 
They are rushed into the trailer, developed, 
transferred to a Multilith master sheet, and 
the Multilith machine turns out a dozen— 
or hundréds—of clear, accurate reproductions. 


These copies are sped to waiting command 
posts—to air force, artillery, tank corps, 
infantry. Planes, guns, and tanks swing into 
concerted action against the target. 


Serving every branch of our armed forces 
—at depots, training centers, on Navy ships, 
and right up on the fighting fronts, Addresso- 
graph-Multigraph* duplicating and repeti- 
tive writing machines are speeding, simplify- 


Multigr 


TRADE-MARK REG 


ing and reducing the stupendous volume of 
paper work required. Materiel moves faster, 
manpower is released, fighting men trained 
more quickly by Addressograph-Multigraph 
machines of business which have gone to war. 

The adaptability of these modern machines 
is a constant revelation even to men who 
have made business methods a life work. Let 
us show you how they can serve and save 
for you, too. Addressograph-Multigraph 
Corporation—Cleveland and all principal 
cities of the world. 
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SIMPLIFIED BUSINESS METHODS 





“With constantly increasing operating costs, : 

it seems apparent that further economies must he {o 

in possible reduction in investment charges, — 

and repetitive manufacturing appears to offer considers 
promise in this direction.” 
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ILITY executives the country over 

are in full agreement as to the need 
for lower investment charges. And 
more and more of them are concurring 
with General Electric that these reduc- 
tions can.come from repetitive manu- 
facture. “In my opinion,” this executive 
goes on to say, ‘there would be a 
number of additional benefits to our 
_ company from repetitive manufacture...” 
Savings in installation cost, inventory, 
and maintenance expense are among 
them. 

G.E. has made a realistic proposal to 
bring about these economies: We will 
do our best to offér more and more power 
apparatus in modern, widely applicable 
designs. By repetitive production of 
these designs, we will be able to give 
you greater value per dollar of invest- 
ment cost. 


ee 


At the same time, we will work con 
tinually for fundamental improvements, 
so that new models of constantly in- 
creased efficiency and greater reliability 
can be expected. 

If the objective is to be reached, how- 
ever, your part is as essential as our 
own. It may be necessary to. forego in 
dividual design preferences so that 
manufacture can be fully repetitive— 
to accept minor limitations for the sake} 
of major gains. 

That is why we shall appreciate frank 
and thorough consideration» of these 
policies by you and your associates. 
Working together, we can move faster 
and farther toward. greater economy in 
power. production. General Electric Co, 
Schenectady, N. Y. 


GENERAL @ELECTFIC 


301-105B-170 
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